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THE ECONOMIC DEVELOPMENT OF INDIA 


Raj Krishna 

For nearly three decades an independent India has been 
struggling with the development of -a partially planned 
economy. Throughout these years there has existed a national 
consensus on four objectives ; a high growth rate, national 
self-reliance, full employment and the reduction of economic 
inequities. The consensus has been affirmed most concretely 
in a series of five national plans that spanned the years 
from fiscal 1951 through 1977 and a draft sixth plan that 
extends through March 'IS&d* : - 

India now has to its credit such achievements as self 
sufficiency in grain supply and a substantial substitution 
of domestic production for imports in basic sectors. On the 
whole, however, India remains a case of stunted, sub-optimal 
growth, burdened as it is with the world’s largest single 
national mass of poverty and unemployment. The Vlorld Bank 
estimates that in 1975 the poverty level population in India 
was 277 million, or 43 per cent of the total poverty-level 
population in a group of 36 poverty-stricken countries. In 
this article I shall review the performance of India’s 
economy with regard to the four objectives of Indian economic 
policy. Then I shall consider the inevitable question : 
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Over the five National Plan periods spanning the 
fiscal years 1951 through 1977 the Indian economy recorded 
an average annual growth rate of 3*65 per cent. A rate of 
growth of 5 per cent or more was targeted repeatedly, and 
growth rates higher than the long-run average were in fact 
achieved for short periods, including the four years of the 
Fifth Plan, from fiscal 1974 through 1977* 1^^ other plan 

periods, however, the economy grew at the long-run rate or 
a lower one- The low rate of long-run growth has allowed 
only a very slow growth of per capita income i less than 1.5 
per cent per year. 

The Indian growth rate has been low in comparison not 
only with the targeted growth rates but also with the rates 
achieved in most other countries. In as many as 90 nations 
out of 121 the rate of growth of the gross national product 
(G.N.P.) per capita exceeded that of India for the period 
from 1960 through 1977. All that can be said about the 
growth rate achieved in India is that it is more than twice 
the growth rate the Indian economy recorded in the final 47 
years of British rule, from 1900 to 1947- 

It is in the substitution of domestic production for 
imports and the resulting progress . toward economic self- 
reliance, the second objective of Indian policy, that Inuian 
planning has had the most success- Over the 23 year period 
ending in March, 1978 (the Indian fiscal year runs from April 
1 through March 31), imports fell to a level of between 2 
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and 21 per cent of total supply'- in 21 industrial sectors, 
including petroleum products, basic chemicals and fertilizer 
and many categories of machinery.. They exceeded 25 per cent 
of the total supply in only six industrial sectors. 'Exam- 
ples are oil and gas, organic heavy chemicals and some 
categories of machinery. This development is the outcome of 
an explicit long-term policy to establish an adequate indi- 
genous capacity in all the basic sectors, particularly metals 
and machinery, heavy chemicals, energy and transport and 
communications. The policy has been critized both in India 

and abroad because of its alleged association with the 
neglect of rural development and the production of consumer 
goods. It has also been attacked for having created a shel- 
tered high-cost industrial sector. 

On balance, hov/ever, the policy has been beneficial. 

For one thing it has made many of the goods produced by India 
cheaper in the long run than their imported counterparts. 
Steel is an important case in point. European steel export 
prices in December, 1978, implied Indian prices ranging from 
2,850 to 3,050 rupees per ton, but the domestic price of 
comparable product categories (excluding taxes) were lower 
by 44 to 61 per cent. The resulting relative cheapness of 
many Indian engineering products (the term embraces machinery 
and even entire plants), along with the emergence of new 


markets in Asia and Africa, has made it possible for. Indian 
exports of such products to record an impressive grov/th in 
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recent years. In fiscal 1978 they amounted to 6.85 billion 
rupees and had become the single largest group in the Indian 
export bill, accounting for more than 12 per cent of total 
exports. In fiscal 1956 engineering products were less than 
1 per cent of the exports. The largest exports were farm 
products, including tea, jute manufactures and cotton 
textiles. 


The policy of import substitution also generates the 
basic industrial capacities that are the pre-requisites of 
growth in all other sectors. The ratio between the growth 
rates in the consumer-goods and other sectors of an economy 
is determined by the overall pattern of transactions between 
the sectors, which are reflected in the input-output co- 
efficient matrix for that economy (see The World Economy 
of the Year 2000 . by Wassily W. Leontief, page 206). A 
significantly higher growth rate in the consumer-goods sector 


and a lower growth rate in non-consumer goods therefore can 



be projected only if it is assumed that consumer goods can 
be produced without non-consumer goods or that all the requir 
ed non-consumer goods can or should be imported or that 
there is an Indian input-output matrix radically different 
from the one Indian planners use. None of these assumptions 


The contention that there has been exce 


of coal, cement, steel, non-ferrou 
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metals, fertilizer, power and transport persist in spite of 
substantial growth in the basic industrial sectors. On the 
other hand, the lack of purchasing power by the poor has 
already generated a grain surplus, and whenever drought 
reduces the income of even the farm households with middle 
and large holdings, many consumer -goods - industries suffer a 
recession. 

It was inevitable in any case that India, as a large 
subcontinental economy with vast natural resources, manpower 
and market potential, should strive for independence in 
basic economic sectors. Other subcontinental economies, 
including those of the U.S. and the U.S.3.R. did the same 
in the crucial phase of their own economic growth. The 
critics of the strategy of self-reliance forget that a 
significant fraction of industrial growth in all developed 
economies has been due to the substitution of domestic pro- 
duction for imports. Even in export -oriented Japan 38 per 
cent of the net output of industry from 1914 through 1954 
(over and above industry* s proportion of all output in 1914) 
was due to import substitution. Only 6 per cent was due to 
increased exports. 

One of the most disturbing aspects of economic develop 
ment in India is that the volume of unemployment keeps grow- 
ing, contrary to the third objective of Indian policy. In 
1978, the most recent year for which the information is 
available, it stood at 16.85 million man-years for people 
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between 15 and 59 years old. Moreover, the modern industrial 
sector, with 25 years of planned growth behind it, still 
employs only 26.5 million workers, or. 9*7 per cent of the 
work force. During the decade ending in 1978 it provided 
on the average for only .75 million new workers per year, 
or 11.5 per cent of those v/ho entered the v/ork force. Even 
if this yearly absorption is doubled to 1 . 5 million , which 
is clearly impossible in the near future, policy makers will 
still have to find ways to give employment to five million 
other young people who reach working age every year. At 
present India’ s young are drifting into unemployment or under- 
employment at low incomes. The other side of limited absorp- 
tion in the modern sector is the remarkable phenomenon, 
unique in the history of development, ‘that for "the past seven 
decades in India the share of agriculture in the work force 
has not declined. It was 72 per cent in the census of 1911 
and 74 per .lent in the census of 1971- Curvey data suggest 
that it is not much lower now. 

As for the equitable distribution of income and assets, 
the fourth of India’s objectives, again the picture is gloo- 
mier than it is almost anywhere else. The present poverty 
population of India is estimated to be 309 million, or nearly 
half of the total population. Poor households are counted 
as those having a per capita monthly consumption of less than 
65 rupees (about $ 8) in rural areas or 75 rupees (about $ 9) 


in urban areas. Montek Ahluwalia of the World Bank has 
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estimated that the number of rural poor decreased from 
53 per cent of the rural population to 42 per cent in the 
early 1960's, rebounded to 58 per cent in the last 1960's 
and declined again to 48 per cent by 1974. The ratio has 
thus shovm no significant trend. Tne total number of rural 
poor continues to grow by about five million per year, however, 
because of the overall growth of the population. 

The distribution of rural assets actually worsened some- 
what between fiscal 1961 and 1971* The share of the poorest 
10 per cent of Indian households in the assets of India fell 
from a mere 2.5 per cent to 2 per cent while the top 10 per 
cent continued to account for 51 per cent. And in spite of 
massive legislation the redistribution of land has been 
negligible. Only 1.5 million acres have been redistributed 
to date, out of a potential, legally distributable surplus 
of at least 5-5 million acres and possibly 20 million. In 
the urban corporate sector the concentration of capital has 
been proceeding apace,. Between 1969 and 1976 the assets 
controlled by the top 20 business houses increased from 24.3 
to 54 billion rupees. The latter figure implies that these 
houses controlled 64 per cent of the total productive capital 
in the private corporate sector. 

The mobilization of resources that has contributed to 
India’s industrialization is impressive by any standard. 

From the First Plan to the Fifth, India managed to step up 
its gross investment rate, from 10.8 per cent of the gross 



domestic product (G.D.P.) to 20.9 per cent. Meanwhile the 
gross domestic saving rate was doubled from 10.4 to 21.3 
per cent. Rates on this order are typically achieved only 
by nations with a per capita income of |400 to $500 in 1964 


1 though the 


income in the mid-1970’s was less than $100 in 


As a result of this achievement the net 


inflow of resources from abroad declined from its peak of 3 
per cent of G.D.P. in the Second Plan to barely .8 per cent 


in the Fourth. And in the years of the Fifth Plan several 
factors - the accelerated growth of exports, a domestic re 


remittances from Indians 


living abroad combined to produce a negative resource inflow 
a rise in foreign-exchange reserves to the all-time peak of 
73.57 billion rupees at the end of March, 1979. This amount 
was 8 per cent more than the cost of the imports for all of 
the preceding fiscal year. 


The rate of investment has been raised in Indi 


tapping of many sources. One of them is taxation. The ratio 


of government tax revenue to the G.N.P. has been raised from 


a mere 5 per cent in fiscal 1950 to 18.7 per cent in fiscal 
1978. The latter is high for a low-income nation. About 


38 per cent of what the central government spends now goes 
into capital . formation, and total capital formation by the 
government (central and state) has recently averaged 41 per 
cent of all capital formation. This can hardly be regarded 


as excessive for a poor, developing country, although the 
private sector understandably criticizes it as a drain on 
private investment. 

Another source of public investment is the nationali- 
zed financial system. (Almost all the financial institutions 
have in fact been nationalised). The system is compelled 
by a set of laws and guidelines to lend a high proportion of 
its funds to the government. From the First Plan to the 
Fourth as much as 60 per cent of the total transfer of re- 
sources from non-government sectors to the government came 
from the financial institutions. 

The two other sources of finance for government invest- 
ment, namely deficit financing and foreign aid, have been 
tapering off. Deficit financing, which accounted for 20 per 
cent of public expenditure in the Second Plan, accounted for 
only 13 per cent in the Fifth and is projected to be only 4 
per cent in the Sixth (although it may turn out to be much 
higher). Foreign aid, which in some years had accounted for 
as much as 84 per cent of public expenditure, accounted in 
the Fifth Plan for only 14 per cent. 

When India looks ahead on the basis of trends already 
established, it is in agriculture that the outlook is most 
promising. During the 1960>s the population grew at an ave- 
rage annual rate of 2.24 per cent. The rate for the 1970' s 
will be known only when the results of the Census of 1981 are 
available. Interim data suggest, however, that the growth 
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rate may have decelerated to 2.00 per cent by 1974 and then 
to 1.97 per cent by 1976. The growth rate now being used 
even for ‘‘pessimistic-' official projections for the years 
from 1981 through 1991 is 1.7 per cent. Meanwhile the growth 
rate in grain production from fiscal 1949 through 1977, ex- 
cluding two years of extreme drought in the mid-1960’s, has 
been 2.57 per cent. The rate for agricultural production 
overall has been 2.60 per cent. If these rates or even 
slightly lov/er ones are maintained , agricultural production 
per capita should continue to rise. 

On the other hand, grain consumption per capita has 
been falling. It fell by 9 per cent during the period from 
fiscal 1961 through 1973* The reasons for the decline are 
of course different for those who are poor and for those 
who are not. For the nonpoor it is the normal result of an 
increase in income per capita. For the poor it reflects a 
persistent lack of purchasing power. The rectification of 
this lack would not, however, cause a shortage. Ev^^n if the 
per capita grain consumption of the bottom 25 per cent of the 
population, who are known to be suffering from severe mal- 
nutrition, were raised to the level of the top 25 per cent, 
the current grain reserve and the prospective production of 
grain would easily meet the additional demand. 

There are many reasons to think the agricultural growth 
rate can be kept at 2.5 to 2.6 per cent per year over the 
next two dtcaoes. First, the amount of land in Inaia that 
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can be brought under irrigation can still be doubled, from 
52 million hectares to 112 million, or almost two-thirds of 
India's present cropped land surface. And for the 30 per 
cent of India's agricultural land that lies in a high-rainfall 
zone the problem is the inefficient use of water, not an over- 
all deficiency. In the remaining semiarid zones hope lies 
in drought-resistant 'crops, ridge cultivation, land sloping, 
the recycling of scarce v/ater and animal husbandry. 

Second, the yields that have been realized on farmers' 
fields under a National Demonstration Program are many times 
the actual average yields. Even in Punjab, the Indian State 
where agriculture is most advanced, the yield of wheat can 
doubled. In other states it can be raised three to seven 
times. Rice yields in the monsoon season can be raised two 
to 13 times, rice yields in the dry season two to three and 
half times, jowar (Indian millet) yields two to 11 times, 
maize yields two to 10 times, groundnut yields three and half 
times and potato yields one and a half to five and a half 
times. 

Other agricultural frontiers lie in many directions : 
high-yield seed for non-cereal crops, two- and three-crop 
systems, the recovery of damaged soil, the recycling of orga- 
nic vfaste, biological fixation of nitrogen, genetic and 
chemical control of weeds and pests and the exploitation of 
cheaper and renewable sources of energy such as biogas and 
sunlight. In most parts of the country the productivity of 
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animal husbandry, fisheries, forestry and horticulture can 
also be raised many times. India now has an autonomous and 
well-organized agricultural research and extension system 
that can be trusted to deliver the means to exploit the 
various possibilities* 

For India the gloomy prediction of a growing gap bet- 
ween food demand and food supply, a prediction that some 
international agencies publicize regularly, seems in fact to 
have no basis- Only in the event of two or three successive 
droughts that exhaust the nation’s grain reserve would India 
have to draw on world reserves, and then only to a small 
extent. 

In industry the outlook seems much bleaker in the 
light of four f-conomic indicators. They are the rising ratio 
of investment to output, the low rate of return on invest- 
ment in the public sector the low rates of capacity utiliza- 
tion in key sectors and the long gestation periods for new 
capacity- All four, of course, are highly interrelated. 

In the Indian economy as a whole the ratio of added 
investment to increases in output has risen steadily from 
3-6 in the First Plan to 6.2 in the first three years of the 
Fifth Plan. Surely some of the increase is duo to the chang- 
ing mix of output and techniques and some is due to droughts 
and to industrial recessions. A significant part, however, 
can be attributed to sheer inefficiency. The increase explains 
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why the rsitio of investment to G.N.F. rose from 11 to 21 
per cent from the First Plan to the Fifth whereas the growth 
rate increased only marginally^ from 3-6 to 4-8 per cent. 

If the ratio of capital to output had remained at the First 
Plan level, the current rate of investment v/ould be generat- 
ing a grow^th rate close to 6 per cent. 

The low rate of return on Investment in the public 
sector is demonstrated by the analysis of balance-sheet data 
by the Reserve Bank of India, which shows that in recent 
years (fiscal 1970 through 1975) the private corporate sector 
has been averaging a profit ra'te of about 11 per cent of net 
assets. In contrast, central-government companies have 
averaged 4.4 per cent and state-government companies have 
averaged 2-2 per cent. There are some valid reasons why the 
return on public-sector investment should be somewhat lower 
than the return on private investment. Administered prices 
for certain commodities and sei vices have often been held 
below costs as a matter of policy, to keep inputs cheap for 
other industries. This has been the case for irrigation 
water, electricity, coal, steel, fertilizer and even petro- 
leum products. Again, hov/ever, the main ri-ason for low 
returns on public investment seems to be inefficiency. In- 
stead of generating large surpluses the public sector has 
becrme a drag on resources. People have to be taxed at higher 
rates year after year to finance Lhe mounting losses and ntw 
public investment in public enterprises- 


The rate of capacity utilization in India has recorded 
a zigzag course. From 1970 through 1978 it averaged 78 per 
cent in all industries. In three key sectors, however, 

(basic metals including steel, nonelectrical machinery and 
transport equipment, which are dominated by public enter- 
prises) it was 65 to 68 percent. And in electricity genera- 
tion, which is almost entirely in the public sector, it was 
only 44 per cent. Figures for the single fiscal year 1977 
show the same pattern. In 17 sectors where public and 
private ownership coexist capacity utilization was 80 per cent 
in private units and 65 per cent in public units. And in 
18 sectors where the government operates the entire capacity 
the utilization was only 64 per cent. 

Finally, the long lag in the construction of new indus- 
trial capacity in important sectors cause the escalation of 
capital costs. In the steel sector, for example, two major 
projects originally scheduled for completion in December, 

1976, are now expected to be completed four to six years late. 
The cost is expected to rise from 7.46 billion rupees to 23 
billion. In the railway sector the completion of two impor— 

it ■ 

tant gauge-conversion projects has bean delayed by three to 
four years and four ea e ctr if i cation projects by four to five 
years. Two major port projects have been completed six years 
late. The construction of a number of power-generation and 
transmission projects is currently running six to 20 months 
late. The total cost of 28,ma.jor irrigation projects has 


gone up more than three times, from 15 billion rupees to 49 
billion, because of lags in construction. 

These facts suggest a severe man-made managerial crisis 
that is keeping down India's overall inoustrial growth. For 
example, in fiscal 1979 industrial grouth could have been 7 
to 8 per cent of the supplies of fuel, power and transport 
had been sufficient to allow fuller utilization of capacity. 
That is in fact the industrial growth rate recorded by India 
in the Second Plan and Third Plan periods. It is the minimum 
the nation needs for the balanced development of all sectors. 
It is also the rate the nation could maintain over the next 
few decades under better management. 

The stagnation due to bottlenecks in the supply of 
fuel, power and transport is compounded by a growing crisis 
in industrial relations. More than 20 million man-days of 
work have been lost each year for the past three years owing 
to industrial disputes. (The record, however, was 40 million 
days in 1974 ). And incidents of industrial violence and 
sabotage have continued to increase. 

For some of these problems there are obvious answers. 

In the coal and power sectors competitive dualism can be tried 
a part of the capacity in these sectors can be operated pri- 
vately under management contract. 


To promote industrial peace national guidelines for 
wage contracts must be established. They should link increa- 
ses in wages to increases in objective indexes of perforraance 
in every industry and to increases in cost-of-living indexes 
as determined by expert bodies. Whenever collective bargain- 
ing fails, arbitration must then be compulsory. The arbi- 
tration judgments should conform to the national guidelines j 
and they should be quickly delivered and rigorously enforced. 

The greatest single constraint on industriaJ. growth 
in India is bureaucratic overcontrol. Gritical materials 
are rationed, credit is rationed, foreign exchange is rationed 
all large investments are licensed after prolonged processing, 
labor laws are overprotective, taxes are numerous and complex 
and tax rates are high, all key prices are centrally admini- 
stered, capacity expansion (and even full capacity use) is 
restricted, hundreds of items are reserved for small units 
or fixed allocations of capacity are made betv/een large and 
small units, investments by large business houses are severely 
limited, foreign collaborations are licensed and tnere are 
restrictions on the siting of industries. Corps of generalist 
civil servants, still trained in the British literary- 
historical-gentlemanly tradition, administer these supposedly 
socialist controls, and armies of . inspectors collect kick- 
backs to allow the producers to produce. That Indian entre- 
preneurs manage to run their part of the industrial production 
system at all under these circumstances is truly wondrous. 


Some of the regulations are of course socially nece- 
ssary but many are utterly dysfunctional and should be 
dismantled or simplified on the basis of the recommendations 
made by a commission appointed for that purpose. Indian 
policy-makers must realize sooner or later that the 30-year- 
old control system has delivered neither high growth nor 
reduction in poverty or in distributive inequality. A more 
relaxea system should therefore be given a trial. At the 
saflie time public-sector management can be improved simply 
by transferring it from the generalist civil servants to 
autonomous corporations run by professional managers and 
technocrats. At least 15 of the 142 central -government 
corporations iiave managed to remain autonomous and professional, 
and they have a good record of performance. They operate in 
the fields of international aviation, heavy electrical 
machinery, oil and gas, fertilizer, state trading and agri- 
cultural finance. 

To be sure, supply bottlenecks, labor problems and 
poor management are not the entire story. The deficiency 
of purchasing power lias also limited the economic growth of 
the country. Recent consumer-survey data show that the poor 
half of the Indian population accounts for only 19 per cent 
of aggregate consumer expenditure. The non-poor half controls 
the remaining 81 per cent. The contrast is even more strik- 
ing in food and clothing. The poor half spends more than 
two-thirds of its budget on food, yet its share in the total 
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expenditure on food is only one-third 'of the total. In the 
case of clothing its share in the total expenoiture is as 
low as 9 per cent. With such a skewed distribution of 
purchasing power the emergence of food surpluses in the midst 
of mass mal -nutrition and of slow grcv/'th in the textile and 
certain other consumer industries is not surprising. The 
simple truth is that the poor half of the Indian population 
has enormous unsatisfied needs but is hardly in the market. 

This leads to the subject of direct anti-poverty 
policies. After a long period of trial and error India today 
has the knowledge and the field experience acquired in about 
half a dozen successful approaches to the reduction of rural 
poverty and unemployment on a substantial scale. The fore- 
most of these is the recent program of accelerated irrigation 
(2.5 million hectares per year) and the promotion of the use 
of fertilizer. The progrem directly absorbs at least .44 
million man-years of rural labor per year. (An irrigated 
and fertilized hectare requires an average of 122 man-days 
of labor per year, or 48 days more than a dry hectare). It 
will be necessary, however, to ensure that small and economi- 
cally marginal farms get their due share of new canal water, 
pump sets and fertilizer. 

The Second promising prograir is the Employment Guarantee 
Scheme (E.G.S.) of the State of Maharashtra, which is generat- 
ing 160 to 160 million man-days of employment \or 533,000 to 
600,000 man-years of 300 days each) for the poorest rural 
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people at a minimum wage. More than four-fifths of the 
S.G.3. budget is now spent on irrigation, conservation and 
afforestation. The E.G.S. approach should be extended to 
all parts of the country, and particularly to the high- 
poverty belts, as soon as possible. The high-poverty belts 
occupy the central states, the western arid lands and the 
Himalayan periphery in the north. Only unaer the philosophy 
of E.G.S. does tne state accept the moral, legal, technical, 
financial <ana organizational responsibility to provide guaran- 
teed employment at poverty-line income to the poor within a 
definite period of time. The current uiiemployment in India 
could all be absorbed at a direct cost of 30 billion rupees 
per year, which is less than a fourth of the present annual 
plan outlay. 

For promoting stlf-employment the Antyodaya (Redemption 
of the Last and the Lov/est) approach of the state of Rajas- 
than is the most promising. ¥ithin two years under this scheme 
160,000 of the poorest families have acquired income-yielding 
assets such as pumps, dairy animals, sheep, bullock carts, 
camel carts, looms ana sewing machines. 

A fourth approach with promise is the scheme of the 
Small Farmer development Agency, under v/hich six million 
farmers with holdings of less than two hectares have received 
loans preferentially. In many districts where the scheme 
is well administered hundreds. of thousands of farmers have 
risen to the poverty line. If the scheme were expanded to 


cover four million additional farmers every year, the entire 
marginal farm sector would be covered in only a decade - 

A fifth approach is the Food-for-li'^iork-Program (F.W.P^), 
v/hich generates employment by paying for it partly or even 
entirely in grain. A conservative norm for the program 
would be one man-year of labor for each ton of grain paid 
out, and in a year of normal climate four ra.illion tons could 
be disbursed (twice the level of disburseim-nt in fiscal 1979), 
creating employment for four million people. In drought 
years the disbursements could be increased further. The 
Food-f or-Work Program is the best Vv'ay to absorb the rural 
assets and improve the food intake- of the poorest. Indirectly 
it sets an effective floor to the rural wage rate. 

A sixth approach is Operation Flood. The flood is a 
flood of milk. Cattle are artificially inseminated to produce 
better breeds. Their milk is bought by the government at 
an established price. The milk is chilled, bottled and sold 
in the cities. The aairy scheme Flood II, a proved success 
in the st^ates of Gujarat and Rajastnan, is now programmed 
to have covered four million milk-producing families by fis- 
cal 1978 and 10 million by fiscal 1985. The covered families, 
with a minimal land base, have been able to rise to the 
poverty line v/ithin three years. 

These six schemes together have the potential to gene- 
rate about five million man-years of new employment every 
year, in addition to employment that other labor-intensive 


programs may create. Employment on that order could absorb 
almost the entire annual addition to the rural labor force. 
Eventually the programs could cover the bulk of the poor. 
Whether the programs will in fact be properly extencied 
depends on the degree to which the poor are effectively poli- 
ticized and unionized. 

The overall prospects for India’s economic development 
remain unknown. The resources and the knowledge to eradicate 
deprivation exist. The failure to use them is purely mana- 
gerial. The Indian political system has simply not produced 
a leadership that is knowledgeable and sincere enough to 
break the syndrome of slow growth and growing poverty. A 
revolution is unlikely in India, and if one does come about, 
it will probably bring to pov/’er a feudal, non-communist 
dictatorial Qunta even more ignorant and insincere than the 
elected representatives. Like many African, Asian and Latin- 
American dictatorships, an Indian dictatorship might perhaps 
jack up the growth rate, but poverty will keep growing too. 
The Indian problem of poverty is just too vast to be solved 
by the average dim-lit dictator. 

Economics - ’’the dismal science” - can project for 
India either the established trend of slow growth and growing 
poverty or the many possible scenarious of rapid growth and 
the eradication of poverty. Which scenario in fact materia- 
lizes will depend on the shifts in lt.-aaership that may occur. 
These are in the lap of the gods. 
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panties cf income and vealth and cnsurir- ts. . , 

touaids se3f reliance. tenturyis continued pr, 

^°hS - 

iicixuxy anything new m thein AwclT^+ -« 

coenitin., in„ except, perhpas, an explicit re- 
cognition, long over due, that "growth" per . , 

the aim of Tilanm-»n * ^ ^ not be and cannot h 

am Of planning. ^ the reasons for it am also ine,lcated; 

of groutt rat^'as ®®cept 

has considereble limitakon® development 

the expansion of the size of *thp^^ growth measures 

period but not , necessarilv owt a particulaj 

the future nor does it 2s are potential for 

of people, since it is f weKare of the masses 

the national income n- distribution «f 

^Mle it oe t^SrtLfa cliXferent classes .... 

. noBy will generelly make expansion *f the eco- 

fare of the poor it^f^ix increase the wel- 

of resources reokred +« 2 i^ecessaiythat the allocatiai 
of growth of the eccnonu- highest achievable rate 

opt^ from the point f «ia be 

of income, , . w of the desiied distributioa 

Whether the de-emphasi*? «« .ai 

from old strate^es, in particular %o ^ “onstitutee a departure 

fifth Pise: lear Ksci to^ the ^ri^ Brrft 






development strategy are universally accepted by 

the Indian people? they are the achievement of full 
employment j the eradication of poverty arid the 
creation of a more eqtial society. 

If the goals themselves are uni-rersally accepted, the strategy must be 
appraised in terms of a more detailed specification of their implications 
arri of the rariner in which they are to be at:proached and achieved. One 
of the main weaknesses of planning and of economic policy in general in 
our country has Ijeen to confine strategy which is essentially related to 
the nature of operations to a mere stateirent of goals, particularly 
long terns goals. Obviously, there can be no strategy without a 
statement of goals but a strategy limited to an articulation of goals 
is vacuous. 


For an appraisal of the "New Development Strategy" x^e must, 
therefore, look for details. And here there are some welcome departtires 
in the Draft. Of these the most striking is the assessment of India’s 
economic development during the quarter of a centuiy of planning, with 
which the Draft begins., and which leads to the candid conclusion that 
"the most in^rtant ob^Jectives of planning have not been achieved" and 
that "the most cherished goals seem to be alnrost as distant today as . 
when we set out on the road to planned develojmiBnt" . The details of 
this assessment are important. . . 


First, ever: a period of a quarter ’of a century a stagnant and 
dependent econcmy has been modernised and made more self-reliant, but 
the number of unemployed and underemployed are still very high and more 
than I4.O per cent of the population today lives below the poverty line . 
Secondly, agricultural- output has risen throughout the period, but 
per ca^-fca agricultural production has remained stagnant. Thirdly, 





eiiKrged reflects the stnictiire of effecti'.n; 
is oehayiniasd Ijjr the distribution of incorar 
share of resoi?rces is thus absorbc=d In o 
directly or indirectly to mintaining or 
standard of the hiijher indonc groups* T 
agriculture and modem industry has stin 
banking, insurance and coimjErco* But th 
especially of the banking system, havt; been 
the population in both the urban and rural 
mjoritjr have barel/ been touched 
infrastructural facilitie 
education and health have increased 
have accrued to the 

although industrialisation 

still remains a large problem and 
Fifth Plan that at least the incr 
be absorbed in gainful employ^nt 
although output has increased 
stagrering nature still continue* 
wjtrltional norm:; li8 po 
per cent in urban areas 
are reciconed to bo bGloi*i’ 
analysis of consumption expenditure shows 
20 per cent accounted for 9,5 per cent of 
rural areas while the highest 20 per cent 
For urban areas the corresponding figures 
liO per cent, Siiailarlv* it. ■!« 


.npro'/in«» th.:; living 
trthlv, the development ef 
A ted the growth of 
aajor tewificiarics, 

. the wcalthi..;r jBrt of 
areas I .■ and ■ the ■ ,?ast ' .. 
Fifthly, while the 
s for production and in services 

, much of the benefit from these 
relatively affluent sections. Sixthly, 

has proceeded rapidly, unenployrmnt 

the hope expressed in the revised 
reraents to tho labour force could 
i has not been realised, Scventhljr, 
, poverty and inoqisailties of a 
On tho basis of the basic 
r cent of tho people ixi rural areas and lil 
, toretter constituting a mssivo 290 miHtm 
tho poverty line in 1977-79- Aisn. +.»« ' 
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per cent of raral households each having less than Es.1,0CX) of 
assets account for less than 1 per cent of noral assets, xdiile the 
top 4 per cent with asset-values of Es. 50, 000 or more own over 30 
per cent* . 

The Draft Finn's assessiaent of the past is, thus, not in 
terms of the usual planning exercises of appraising the target achieve- 
ments of ti.ie preceding periods, but essentially in terms of the responses 
cf the economic sj^tem and its conrp^nents to the plan efforts. This is 
as it should be. For, in an econonTv'- that is not totally planned, an, 
evalmtion of planning cannot be solely in terms of its direct iii 5 >act. 
What is important is the impact of plsuining on the sys tem as a whole. 

Does planning give the economic system the sense of direction that social 
policy, as spelled out in the goals of planning indicates? This must 
be the basis of evaluating of the perfon-iance of the past, or of the 
strate^'’ for the future, 

II 

With these preliminary observations v;e can bum to the specifics 
of the new s-trategy itself. They consist of four major shifts? from 
non-^igricultxxral activltiy to agriculture; from large scale industry to 
village and small scale industry?-; from urban centres to rural areas; 
from the non-poor to the poor. These shifts are thought necessary 
because each one is desirable in itself and also because overall they 
contribute to the nmdn objectives of the Plan, particularly to its 
thrust on eicployment generation. 

We shall first mate an assessment of the sectoral shifts 
themselves . Eegardin^ , agriculture , the Draft says : 

iliis sector will receive the highest priority, 

special attention being to the uplift of the 

Siiiall and marginal faniers and the landless labornrers. 
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eapecially the schc-dtilc'd casU* .njnd 
schedulsd tribe families. The atrateny 
for crop production will be to incroaso 
the area ■under irrigation, frross cropped 
area and crotping intonsily and eneure 
larger application of inputs, ThJb will 
•■to l^ked by improTod agrof.-cooomic practices 
for M?^r efficiency thmjrh dcrolopmnt 
and propagation of bettor Sco-Is, a 
(Strengthened oxtension system, assured 
availability of credit a«l irrproved facilities 
( for marketing storage and processing. Land 
and ■tenancy refon® and consolidation of 
iioMings, an impor'tant prc^riiquisito; to good 
water ■use, Hrrill be 'vlgourously pursued. A' 
policy of optical land use will be adopted, 
lavolring integrated watcrehod nanareisnt which 
covers raeasirros for flood control, draina<tc, 
reclamation and reshaping of land, mixed 
cropping for marginal land and a silvimstori. 
abroach for areas with low rlnfall, ‘ Special 
attention idll be paid to increasing the area 
maer oil-seeds, pulses and cotton, 'sudd tho 
continuance of price incenti'vos. 



T/tot is envisaged, therefore, is a programme inforrod by a nobJfi : 
soci^ philosophy of support to the weaker sections, aad to be carried 
out through technological improvements, institutional changes aad 
economic incentives. Of these the emphasis is clearly on the tochnologi: 
aspect, in particular on increasing irrigation facilities-' and on miffid 
fajTning in an effort to- create a viable economy of peasao t faruBrs ?hos 2 
present econoity is subsistence farming with marginal Invostrent. 
accent is also on what is. referred to as a « comprehensive approach'*, 
not caay incorporating technology, institutions and services, but dlso 
area level planning to recognise local needs and utilise local resouwea 

The shift from large-scale to village md small industries is 
seen as a logical implication of attaching the highest priority to 
tackling the problems of emplosnnent and poverty and providing minlBKiSt 
needs* It is also related to the broader social philosophy for it Is : 
stated t ’’Experience shows that people are anxious to become self-<3i!54^5®| 
and^ work hard ^ provided theynare given ■the requisite assistance finaimi^' 



raw TIE. te rials and .<niidanc8 in areas like Marketing and taehnoldgsr'' * 
The shift from lar!?:e to small scale proclr.ctions is to be achisved 
by restricting the investuent in the large, by reserving areas of 
production to the smll, by the deliberate direction of science and 
technology into the service of the sraall and tiirough a coordinated 
programtne of fiscal and other me astires. 


The shift from urban to n.Tral areas, again, is partly a 
reflection of the overallssocial philosophy taideT*lying the Elan, but 
iminly a corollary of the em'^hasis on a<-^TicTiltur8 and village 
industries. Fiirther, considerable emphasis is given to the 
development of rural infrasti*uctu.ral facilities and to stimulate 
economic activity in the rural areas* 


The shift from the non-poor, of course, has becon^ the ifEla 
plank of our «ocio-economic policies in recent times, at least as 
far as intentions go* From time to tiiiB i-Te have also bee* 
discovering "sound economic" arguments to support teese intentions* 
ha tap Draft Fifth Plan, for instance, rigorously 
demonstrated how a shift of expenditure from the top 30 per cent 
to the bottom 30 per cent would reduce the demand for imports and 
thus contribute significantly to our cherished economic objectives 
of self-reliance. How that a reduction in imports is not 
particularly i^cessary and tee poor continue with us in large 
numbers, a new economic argument has been supplied to do good 
to the poor* The calcxilation this time is that the consumption 
of the poor gives support to labour intei^ivo technology so that 
"every million rupees of consuirf>tion transferred from ttin*p»«r 
to the poor vrill generate 20,2 additional person years of 
cmployitent” • It is expected teat shift from non-<»agricultur© 
into agriculture and from large scale industry into small scale 
industry will naturally bring about a shift from tee non^ffiwor 
to the poor also. Further there is the Revised Minimum Heeds 
programme. The Fifth Plante list af basic needs to be provided 



throt^h public expendibire, viz., supply of drinkinr 
provision of house sites for ihQ honE-less, villu,rte access c»oads, 
elemsntar^r education to the r^jral poor, provision of rural health 
services, extension of rural electrification, cnvironrental " 
improvement of slums and nutrition for the undomourished - is to be 
extended to include suitilt education also* 

Pot the New Strategy, thus, there is a clear fonrolation of objectivea* 
and there is no apparent conflict among them so th'>t questions nt trair 
Off do not immediately arise* Ih appraising the stratcg^r, feerefore 
the next question is whether "reaocB?ce alloc itions are made to ^ 
shb-eerve the priorities indicated by the objootivcn*^ and whether 
"these allocations are backed by appropriate econonic and social 
policies^. Boife these aspects have lx:.cn touched upon in the Draft. 

Tlie former is phased on the formal consistency model, details of which ! 
are not contained in the Draft, How-vor, it is pointed out that in : 
building the model particular care was taken to see that the model ! 
served not only to indicate the overall sectoral relationships, but 
also to achieve me specific objectives of the Plan. 

Thuss • 

paid S P'lrticular attention was i 

Possibilities and | 

obStS * J^iciilture. .The orjploymcsnt ■' 

Objective reflected in the special treatment of 

totensivo vlllstre smau' lndMtry 
o.alo«l..tict.s of employ*^ 

for the txjof anri nr^' and urban areas ^ and 

Of the ; 

’*‘**®" of : , 

Iho I^eolto of these eieroieee reported ta the Dreft in ten® ; 

of prodnotton targets for a Jargo nimber of .sectors, the allocation ' 

Of outlay amor-' ■ '' 


etc* 3ii -aie absence of the details of these -technical exercis# it 
is not proper to atteinpt to evaluate them. In ar^ case, it is 
reasonable to assuiiB that the Planning Commission has at its disposal 
adequate expertise and coirjputational facilities to produce a set of 
numbers which are at least consistent with the objectives spelled out* 


: But, as the Draft itself admits the irealmess of planning in 

our country has not been primarily lack of internal consistency of a 
technical nature. After all, the Second Five Year Plan had a brilliant 
strategy and an internally consistent prograrnsre to bring about full 
enployment in the country within a decade or sonner, And the garibl 
hatao Draft Five Year Plan made a solemn pledge to banish poverty 
from this land and to curb the consumption of the top 30 per cent to 
level up the incoites of tte bottom 30 per cent. It also produced a 
sophisticated model and generated a. mass of figures to show that it 
can be done, in terms'of arithmetic, at least. 


To crucial issue, then, in a New Development -Strategy is not 
its objectives for they are only re affirmations and specif icatimis 
of universally accepted goals | it cannot be the internal consistency 
of its technical calculations, for that can be easily produced. Ihe 
economic and social forces available to implement it are the key 
factors in undei-standing and evaluating a developnent strategy. 


Bere again, the Draft is quite explicit about what needs 
to be done to achieve its min objective. 


In a developing economy the instrument 
of taxation alone is ineffective in reducing 
disparities in income and property. Therefore, 
a variety of other redistribution iteasures are 
rpcessary. These should influenc^jfirs^i of all, 
the existing distribution of assets, jnrticularly 
agricultural land, urban areal estate and corporate 
property. Secondly, public sector operations should 
steer the distribution of essential coramoditios. 
Infrastructural facilities and social seamrices in 
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favour of lo»-incon 2 consumers. 
Thirdly, on tha production oidc, 
share of smll fam.rs and snail 
entermisos in institutional crcd 
in the supply of material inputs 
to be increased, .and th-ir access 
technical and mark^-tin» as sis tone 
Fourthly, policies t^hioh minimise 
should ^be expected fco reduce in,q 
And, finally, the- rural and urban 
bo or(?anisGd. Their vigilance al 
ensure that the bexx-fits of vario 
policies and schew-s to b nefit/t 
liwir intended cff.ut. Thus in a. 
fiscal pir.asurcs, narrowly defined 
redistribution bias has to b* bui! 
whole spectrum of production, dis' 
and employment policies and In ths 
organisational effort of official 
.■■Cficial agencies* 


A reading of the section in th 
Justice will shotf that thes 
instance, when the Draft points 
statistics potential surulus land a 
bo 29.58 million acres, but i±t t of 
only 5*32 million acr 
million acres and the 
acres, where is this message to register? 
out* '»It is well known that the 
has increased diiring the last decade” 


tc Draft dealing •S'rith Distrfimtfe': 
questions arc very irportint indeed. P«; 
out th'-.t on the basis of the J3SS ,|- 
.vailablo for redistribution wold J; 
flcially estimated surplus was 
ten over by government just 2.10 y 
area actually distributed only 1.29 million 

Or, wten it is paUffeed 
concentration of corpor.ato property | 
and that s "Given access to I 
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credit on similar terras snail fariiErs and small producers in rsany 
industries are able to have productivity and cost comparable to 
those in large units, but such access is denied by free imrkBt 
forces” what are the analytical and policy implications ?. 

Iho Draft ^s reasoned assessment that "the most iij^rtant 
objectives of planning have not been achieved” is not only a 
Judgement on past planning and policies but an indication of ttio 
manner in which our economic system functions. The assessment 
is not that ox'dng to some te clinical error llie econotry came to 
suffer, but that the planners and policy makers failed to give 
the system the kind of direction it was to receive on the basis 
of proposed goals. Hence the statenent that a stagnant and 
dependent coonoijy has been modernised, but unemploynent and 
po^rerty are still very high. An honest paraphrase of that 
statcTjEnt has to be that the benefits of the gro’t'rth, itodernisation 
and diversification of the "economy" have gone to a few while the 
many are still unemployed and hungiy , If what happened was counter 

to the declared intentions of planning, it mist be inferred that 
theajc are forces in the S3 ?t 5 tern that propel it along different 
courses. For all its good intentions, careful calculations and 
bravado the weakness of the Development Strategy is that it 
has not bothered to locate these forces and suggest how they arc 
to be dealt with. 


in 

An appraisal of the Hew strategy from this perspective is 
necessary to see whether it will become cffoctive or whether it 
will be Just one more writing on the xfaves. Iho phenomanon of the 
growing afflrcncc of the few accoraoaniod by the continuing misery of 
the imry is related to the actual mumor in which what the Draft 



ca.lls the pr-oduct nix and tochnolottf qu_.;3tion3 "r: 
doterninod in the cconor^r* Ih- Plannin*;- Corrdesion rx'.j riyc the 
correct advice on theso nattc-rs, hut anybody who is fanilic.r 
with the workini? of the syaton knows that it does not take its 
orders fron.tho Planning Cortnission or oven fron th.;; policy nafcrs, 
In fact, as pointed out earlier, the Draft itself rccornines ishit 
the effective, engine of grot-rth has b:;on in the met. The: relevant 
passage mtnvS as follows : 


The pattern of indijstrial develoon-nt that 
has anergod obviously r fleets the s true tun, , of 
effective demand, t-jhich is d'teirrdnod by the 
distribution of incomes. An unduly large share 
of resources is thus absorbjd in production which 
rolate'S directly or indirectly to nainto-ining or 
irrroroving the living standards of tho high..r incoi® 
groups. The demand of this relatively small class, 
not only for a few visible items of conspicuous 
eonsuripticn but for the outlay on high quality 
housing and urban amenititioq, aviation ".nd superior 
travel facilities, telephone s. rvices end so on 
sustain , a large part of the existing industriisil 
structure. 


If it is not the Planning Commission but tho structure of cffcctiv 
demand determined by liio distribution of incomes th't actually 
decides the allocation of resources in the system, it is hardly 
surprising that Plan priorities got neglected and distorte-d. The 
determination of the uroduct nix question by effective demand base 
on income distribution is not confined to tho industrial sector! 
rather, it is the law of operation of tho system vet have# Where 
there is demand, goods will bo produced no matter t-diat the 
national urioritios aro# the same token, where there is no 
effective demand goods will not be produced whatever my be 
the social urges in this regard# In sum, the rich will have 
what they want eroducod for them! the poor will not have what ^ 
they need provided for thorn# This is the innate; logic of our 
G'conoralc system#, .Andipincc ,as incomes grow wants grow also. 



not only TX)Tc floods, but also more variety of floods and more 
refined snoods will be produced for those who can afford them# 
National accounts will show all those as the achiovoments of 
”t’ c cconoisy** and the 'ELannin!^ Commission will, in trim, qiote 
the fiptiros as evidence of the pro/rross registared thanks to 
planned development* But when the Comnsission announces that 
from now on the product-^aix quostiOTi is going to be determinGd 
bj the Commission or the Govornraent one is entitled to ask hcm» 

The technology-mix question is but a closo corrolato of 
the produetj «-raix, qu -stion. It stands to reason that in an^~ 
cconoriy with abtcidant human resources labour intensi-ro technology 
is more suitable provided tho objective is the utilisation of 
these rosource-s in production* But it also starxis to reason 
that in an oconoiry xhore the private accumulation of non-humon 
resources is the rniiding-^principlo, only techniques that yield 
the highest surplus to the o>mers of non-human rosourcos will 
be adopted. Private accumul'-tors can have no commitment to the 
’’national” objective of the full utilisation of tho labour force 
available in the countrj’', although they my not "bo averse to it 
if it can bo achiovc^d as a byproduct of their own drive for 
accumulation. But if a choice has to be mdo, it cannot bo 
a matter of surprise thet they opt for the product-mix and tho 
technology-mix that yield tho hif^ost returns to' their resources. 
This, again, is tho innate logic of the system* And it is 
this logic that is manifested in tho statomont in the Draft " 
that between 1961 and 1976 invcs'tment in the modem factory 
sector increased by 139 per •eontj "output, by l6l per cent, but 
cmployrcnt only by 71 per cent. 

Tho actual working of our economic system which tho 
policy makers are trying to influence through planning can bo 














taidcTStccd only in t rns cf tho workin'*; ont r-f tMo ic'-.-’x* '.t xny 
-sLycji tiiao nnd over a period of tiai» a sinplified '.nd stylised v®. 
of tho essence of the ocononic chan':c.3 thet hove cone ".bent in car 
country fron the colonial i^iricd right to car own including - 

the post-indcitendcncc planning era •nr.j help to irvprociat-. the ; 
development d^Tsanics of the syston. The pre -colonial C'Cenory 
of the comtiy eon bo depicted as a surplus »r-:rn..ratin-*, but ; 

eascntialiy non-accufiulating svstcn» It was charact risnd by 
inequalities based on oconcmic and 3icn-..conenic fact-'rs, but also ; 
had mny convcnticnal n theds tc ensure t!i '.t th: United b'asio needs I, 

.O'/i'O;" 

of all sr.rabcrs cf society v ro ia:t, W'-storn cclcnial enterprises ; 
brought into this systen the accunulativo drive cn tho basis of 
which those who had comend ever non-humn rcscurces augrented their 

resources by extracting, step by step, the surplus potential of the f 

' • 'I* 

systen, Tho consoquencos cf this process were the breaking down ;; 

of conventional arrangenents to n t tho basic naeds of tho nanbors 
of society, concentration of nonniabour rcscurccs in th. hands of tbJ'' 
few who cane tc have an increasing hold over tho working of the systef, 
as a whole, and tho precarious existence of those who had little o? •; 
m owndcrshipf'of •■yon-labbuT'-sroaoufccsij. :JIroa thoa'*on the logic of th-' 
system ensured that the .product nix cf the acenony was detomined bT 
Idle grr4d.ng mnts cf these with comiend' ov;.fvr^.s. otC'-s and that tho 
technology nix soivod their accunulativc urge* The accumlatorc 
wore not all -in this land, neither were they cxtlusivoly outside* 

But because a large share of the accu-Tulaticn was 3 ijiioac;d off to ; 

the metropolis, the nomenttun cf chan"c within tho cotmtiy was slew* |: 

And yet the precoss itself led to an unequal distribution of | 

afflmnco ajnong tho few and an» •quhljy unequal distributlcn of i 

!»sr3rty- among 'thdhmijyi Jii'quality* distributive share; s and inerca? 
in inequality over tin,: b:'caus'! of unequal accunulr-tion, both based « 
the unequal distribution of "initial" endownents arc essential 
featurc!S of thu.' systen of private accumulation* 



Hotwithst-indinp ''soci-'il” decisions tr, the contrary, what has 
been happening since indo^^ndonce is essentially a f^rcatcr internalisation 
and intons if icati on of the snm 'oroccss as dcctmentod by the Draft Plan 
itself. The nnfoiding of the sam logic is scon in its cloarost forms 
within the indnstrial sect r of th.: cconoiry, Tho rsmy featiircs of tho 
industrial dc-vclom',’nt of the past three decades, by this tiiK) well 
known, and reflected in the Draft itself, can be pickr.-d out as 
confinaing cvidonco pf tho nr eoss. There is, first, the expansion 
and diversification of the industrial capacit?, It is a fact that 
prcdu.cticn in practically all branches cf industry has increased making 
the country self-sufficient in jsoy' of then and that a much wider variety 
of goods arc being produced now. Beth the s. arc natural consequences 
of a strcngthcncd accunulativo drive. There has bc.cn, along with those, 
a greater capital intensification of pr:-cucticn which is also part of 
tho s.am; drive. Production roflacts the structure of offoctivc demand 
in spite of all r^ff^rts to turn it in other diroctiens, t^ioh too is a 
reflection of the system’s nrorcnsitics, Thcro is the phonomc-non of 
the assets cf tho bigger comoratiens increasing more rapidly than of 
tho corucrato sectrr in rfon ral, ‘This, again, is but a charactcrstic 
cf tip- system of ^ivato -accumulation, -i^nd now th'ro- is the fear that 
tho expansion cf Indus tipr is .being slci-rod dc^m by tho narrowness of 
the market. Tliis is a further aspect cf the system ^-tTnif^iSting itself 
perhaps s.^oncr than we had anticipated. In all tteso , tho course cf 
dovclopijrnt has followed the predictable prrnonsitios of ■ ah-eccnomic 
order based on the princinlc cf nrivate accumulation in spite of tho 
professed aim of th':- Planning Gommissicn and tho Gov mmont to steer 
tho industrialis.aticn of tho country along very different routes, Not 
only that. It is now admitted that whatever might have been the 
intentions of tho policy makers, mny of tho policies, in effect, have 
on3y Qoefeributed to the strcn?^oning of the natural prepons itios of 
tho system, Ihc Draft’s chapter on Industiy and Mineralan candidly, 
but rather naively, admits this wiion it says: 





capricitics yrorc. licanasd in tho nartE of dif;?usin;^ CJwndership and 
preventing’ nonopolies." It T-rould anpoar also that acoordin;;; to the 
Planning’ Go’Tr.iission setae of those policies f-rill havo to to reversed 
in the interest of hoalthj indxistrial arot-rth in the futnro. For 
instance It is rcccf^niscd that a modest r'te of erowth ig a nocossaiy 
pracon'''iticn of industrial health and If thesv. larrc -and forcifpi 
houses arc net to fall sick such erowth mav have to bo considered. 

In sccio-oocnomic toras what is important is that the jccncmic power 
thoj wio;!^’ is net used arainst th- 'mablic inttrost," In short, if 


drive industry'' accord inr to cur plans, vro 


It is this recurrinv ur^^e to be "re-alistic" in plaminp' • of 
which several sections of the Draft, particularly the chaptc^r on 
Industries, speak with unconc.ealod fervour - th 't rais-es the (ji.c-sticn 
whether the New Development Stratopy will have anj'’ chance at all 
against the moworful prospon^it^’- cf the ojcLstina order, Wo must once 
•l^ain rrp back to the "four shifts" cf the New Strategy and appraise 
thorn "realistically*' tc see what they will have on ’the s^rstexn. 


It is possible that th-rc will bo shift into af?riculturc 
bocause th-rc arc powerful forces 'Within arjriculturo that have new 
enourh hold o’tr.r the levers to brin”: this about. But what is to bo 
tho product mix rosultinr fre^m this shift ? 'Cotal food grains 
production is to incroaso from 121,0 million tonnes to 1977-78 to 
between ll+O.? and iWi,^ million tonnes in 1982-83* Evon if tho hiahor 
fi-pirc is takc^p, the -per capita availability of food prains in tho 
cotintry will increase only from 0,^3 kglpor day now to 0,^7 per kg per 
day five years from new I Obviously, ws do not propose to produce food 
to food our hunai^’- inillions* Ifoch proator emphasis is put on the 
production cf oil seeds so as to achieve self-sufficiency in edible oils 
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cnos b cans:-: fo--- mrfc'-t they ijill b-.ccm:; totally depoOdent on 
tho larr'or ones for whom they produco. In this sonso lar.pe 
industrial nnits thiimselTos T»d.ll ‘’’ros .'irve" mai^ -areas of production 
to tho Smaller units, and tnay not mind it if the Govcirrationt or the 
Planning Commissicn >ri.shos to claan credit for this nroarossivo 
iTEcasurc, But whether the share of tho small nroduc..rs in tho valno 
aadod in the', miustrial sector will go ytp in tho process of 
expansion is irery drnbtful indeed | but this is an issue that my 
not fiourc ■Drominently in discussion for a while. 


ils for the villaae and household industries the., story will 
be clifforent. The efforts to boost up their production, if talcen 
seriously, will imme-diatoly create- the realistic problGm- :-’of 
lack of cloTnan-d. ’Hg chap-ber on '/illapc and Smll Industries in the 
Draft gives the iii^cssion that the main problora that -tiiey face is 
the non-availability of credit, and some attention has b^on paid 
tc; wasra of improving thoar crv..dit facilities. On tho demand side 
tht re is the facilo assumption* that the •nrr.'ducts of these industries 
ifrdll find a market in rTOvommont dopartmnts and public sector 
undertakings and that such iTurchases will be adequate to absorb 
•fchoir production. But it has frequently been shoTO that .any at-lxsupt 
to increase prodnetion of handloora cloth, for instances, runs into a 
glut problem (except to tho extent that th;rc* is a foreign market 
for these pre ducts) .and subsGq.K.ntly to a subsidies problem. Both 
those will force pov.-rnmonts to rooxaminQ-fihe whole programsK! 
vshon the sta^p of realism is reached , 


To expect a shift, from urban areas to rural areas via tho 
cijphasis on decentralised production, therefore, is sometdiat far 
fetched, The Draft insists also that "the na-fcural -fcond.ency of 
entre-proneurs to go >!hcre inf ras true turo is strong, m''rkots are 
close and various services arc readily avAlablG cannot be ignored.” 
This is realistic enough. If so, with the growth of largo scale 
industries, the Ineroaso in the number of small scale uni-bs of the 
33E5de«n lype, and even’ any 'org.anisM ."and: ^ppo:. - scale expansion of 



Finally, than, the £hi..t Frcr-’ the ncn-ncor to .ht ■ooor. .'o 

si’ch shift has la ten place in bhe past. aJt t , nt i • nc *' i uion co 
thinl< that any ’-Jill tais place, i'hit is not to cay that the noor 
’■Till be conpletely ne^dectsd. In 'Jcu pcditioal eccncrr.5'’ of oui.* 
GOim'try tkit stare is Ion- past, oorte land to the l-'inclles . .dU 
be '.-iven, soii® drini<:in.'t' vra' er schenes sill b,-' valuer* npj oo:i.-.i i.'ellare 
schemes 'lild be adopted. But all these will be dona 'oo the -nrtent 
that they can be accomodated throu.'h .he* nublic finance apparatus 
tlia-t ¥3 ha'/3. However, the incorc, consurntdon and accu.Tulation of 
the richer sections ndll continue to increase. And, thus, to be 
realistic the new Han will benefit all sections of society as a 
national plan is expected to do, 

fhis assessment of the litely shape of things to come mitst 
not be taisen as dlsafyeemsnt with some of the Or.ift Plan*s ideas 
of how to tackls pne problems of the Indian economy. There can be 
ho doubt that the twin problems of mass poverty and* chronic 
•underutilisation of the vast htrnan potential of the econoTTjy can be 
solved only by goins through a S'tage n-Jhere the mass of the people 

are involved in the production of the basic goods — «• particularly 
food, clothing and shelter - that are required for ^ them. Only a 
process: of ' that' 'kind' wiH ensua^ '■tha*. the product mix is what is 
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re ally rsquired by and for the vast millions in this land» Only 
a process of that kind '<7111 ensitre that the technologj" mix is what 
utilises to the maxiaraia not onlji' human labour but also huiiian 
creativity. But far greater chan^'es than what our policy malcers 
a;re willing to bring about will be required fcsr such a situation to 
become a new. reality. 


? 

In this ^concluding section we shall taise a second look at the 
Draft Plan*s strategy, not as a strategy to usher in a new pattern 
of developsiBnt which it certainly w i ll not do, but to meat the pressing 
needs of the system, as it functions now. 

The basic oremises on which the Draft Plan is built are some new 
opportunities and eome new laroblems. The opportunities are the steady 
achievements of- the past which, give the planners the feeling that the 
Indian econony h^ arrivefi somewhere. And s»: 

In the next stage of the evolution of 
the Cndian aconoiiy, planning imst be geared 
to attack the unsolved problems^ of poverty, 
rnomplosmient, inequality and structural • 

backvordress more directly and effectively^ 

As a result of development so far, the saving 
ca^bility of the econony has increased. An 
adecuate stock of technological skills is 
available. A strong and diversified industrial 
and infrastructure base has been built up,- And 
in parts of the* country agriculture is also highly 
advanced. The tas|c now isrto utilise these human, 
material and financial resources for a new pattern 
of growth in furtherance of ohe goals of full 
emplcfsiment and distributive justice. 

It may be recalled that the preparatory document of iiie 
Fifth Plan also expressed similar views and claimed that »the 
econony has now reached a stage where larger availability of 
resources makes .: it possible to launch a direct attack on 


unenploj.'nsnt, xsnxlererv^evrvi 

grot^th'’, 
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SOS© fois of informal acti-vity. Similarly it is estimated that 
even if organised indue tiy x;ere to grow at the rate of 6 to 7 
per cent a year •- considerably higher than what has been happening 
in the recent past - it would absorb only 0,3 per cent of the 
labour force annually. 


This is . the problem that the Plan is proposing to tackle^ and 
it may appear natural, almost insvitablB that the soluticai to the 
problem is to create employment in agiiculture and in the informal 
sector, ind as has been noted already the investment pattern 
suggested in the Draft, in agriculture and in the small scale 
ard village industries, and the proposal to shift consun^tion frcm 
the non-poor to the poor all ha^’e the overriding eBpliqymen:u 
objective. Bub by the Draft's own. reckoning these are, at best, 
short term palliatives which have to viewed against the %ist«rically 
uniqt© fact” that in cur country over the last six decades the 
share of agriculture in the work force has not diminished at all* 

It was 73 per cent in 1921, 73 per cent again in 1971 and 73*8 per 
cent in 1971* Not only is this contrary to the develapiaent 
experience of the advanced countries, it is unlike tiffeat has be^ 
happening in some of oirr isian neighbouring ♦ountries in the past 
decade - Jfganistan, Eangaladesh, Swabodia, Malaysia, N^al, Pakistan 
Sri Lanka, Thailand and maty others In all of lAsich the' share of the 
labetur feree in agricxalbure has come down. So the erntpliyment 
stratesr of the Plan cannot be a long term develi^pment strategy* 
in the long run the enpljyment questicn cannot also be divorced from 
the pipduotivity question, and bhe activities of the informal 
sector charaotei^ed T:y extr^iely low levels of labour productivity 
will have to be replaced by more productive enterprises , To the 
axteist tixat this is the case^ 'the Ngi? DewlCTpmant Strategy is a© 
development strategy at all, but a despara^ effort to do sceaething - 
just about axything to create some jobs* 
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The history of social evolution and development underlines 
two things ; firstly, material production is the starting point 
for all social existence 5 and secondly, the process of material 
reproduction is the basis of development for all societies, whether 
they are primitive or modern, contemporary or of the past. Hence 
growth defined as ’a sustained increase in output' is essential 
for the development of any type of societies. But the nature or 
character of social development depends on the social context of 
growth in which as the process of production, it takes place in 
a society. The social context of growth cannot be ascertained 
or understood unless the economic conditions in which output is 
produced and increases over a period of time are historically 
examined. 

“What we understand by economic conditions which we regard 
as the determining basis of the history of society are the methods 
by which human beings in a given society produce their means of 
subsistence and exchange the products among themselves (in so far 
as division of labour exists). Thus the entire technique of 
production and transport is here include d . According to our 
conceptioh this technique also determines the method of exchange 
and, further, the division of products and mth it, after the 
dissolution of tribal society, the division into classes also ar- 
hence the relations of lordship and servitude and with the stat^' j 




politics, law etc. Under economic conditions are further included 
the geographical basis in which they operate and those remnants 
of earlier stages of economic development which have actually been 
transmitted and have survived after only through traditions or the 
force of inertia 5 also of course the external milieu which surrounds 

p 

this form of society". The economic conditions which are a con- 
juncture of forces of production and production relations (i.e. 
class relctions in production) are regarded as 'the factor which 
ultimately determines historical development* (i.e. economic 
development) and 'political, juridical, philosophical, religious, 
literary, artistic, etc. development is based on economic develop- 


ment’ 


Thus given economic conditions, there exists a given 


socio-economic structure of production in a society and the latter 
shows how dominant (and alternatively dependent) social relations 
dialectically appear and function in the process of production 
and how finally they determine the process of social development. 


The purpo 


se of this paper is to discuss the characteristic 


features of dominant and dependent class relations in rural society? 
and thereby, an attempt is also made to show how their interrela- 
tionships and interactions in production have historically formed 
the basis of development in the rural economy of modern India. 

These two taken together will, in turn, reflect why the rural 
poor remain poor in rural India. 

above idea, the thematic structure of this 
paper is based on the following s, (a) concept of dominant class | 

(b) feudalism and dominant class; (c) policy, programmes and class 
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politics, law etc. Under economic conditions are further included 
the geographical basis in which they operate and those remnants 
of earlier stages of economic development which have actually been 
transmitted and have survived after only through traditions or the 
force of inertia^ also of course the external milieu which surrounds 

p 

this form of society*'. The economic conditions which are a con- 
juncture of forces of production and production relations (i.e. 
class relations in production) are regarded as 'the factor which 
ultimately determines historical development’ (i.e, economic 
development) and 'political, juridical, philosophical, religious, 
literary, artistic, etc. development is based on economic develop- 
ment'.^ Thus given economic conditions, there exists a given 
socio-economic structure of production in a society and the latter 
shows how dominant (and alternatively dependent) social relations 
dialectically appear and function in the process of production 
and how finally they determine the process of social development. 

The purpose of this paper is to discuss the characteristic 
features of dominant and dependent class relations in rural society 5 
and thereby, an attempt is also made to show how their interrela- 
tionships and interactions in production have historically formed 
the basis of development in the rural economy of modern India. 

These two taken together will, in turn, reflect why the rural 
poor remain poor in rural India. 

In view of the above idea, the thematic structure of this 
paper is based on the following s (a) concept of dominant class; 

(b) feudalism and dominant class; .(c) policy, programmes and class 
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relations; and (d) why rural poor remain poor. 

I Concept of Dominant 

A class may be called dominant if a group of people possess 
power or capacity to rule or dominate over other groups in a 
society. But the question is s How and why does this class 
dominate over other groups in the rural society? 

The dominant caste-theory^ may reply to this question by showing 
that in a caste-ridden agrarian society, there exists a dominant 
caste in terms of both, numerical as well as material strength 
and so the people of that caste dominate over the rest of the 
rural population. The exponents of the rich peasant theory of 
development^ find a group of peasantry, coming from different 
castes, is dominant because the peasants in this group enooy dr 
command a maoor part of economic power by reaping the benefits 
of development and accumulate and build a position of dominance 
in the rural society. There may also be another explanation to 
this concept, according to which some group of the rural people 
IS dominant because of the possession of all three; social status, 
power and wealth in the rural society.^ All these conceptual 
explanations are static, mechanical and ahistorical. Whether it 
is the. dominant caste or rich peasants or the group possessing '■ 

status, power and wealth; all of them come from within a given 
socio-economic structure of production which identifies a given 
mode of production and it is this mode of production on which the 
class basis of both, ideology as well as production gets formed m 

in the society. At the first instance, in a broader sense, the '• 



concept of dominant social structure is identified with the ruling 
class which forms the ideological basis of social development. 

ideas of the ruling class are in every epoch the ruling 
ideas ; i.e. class, which is the ruling material force of society, 
IS at the same time its ruling intellectual force. The class which 
has the means of material production at its disposal, has control 
at the same time over the means of mental production, so that 
thereby, generally speaking, the ideas of those v/ho lack the means 
of mental production are subject to it. The ruling ideas are 
nothing more than the ideal expression of the dominant material 
relationships, the dominant material relationships grasped as 
Ideas; hence of the relationships which make the one class the 
ruling one, therefore the ideas of its dominance Thus the 
ruling class in a given epoch conditions and determines the 
socio-economic structure of production. The ideas of this class 
which result from its dominating material relationships, form 
the ideological basis of social development. Herein lies the 
difference between the Marxian theory or concept of dominant 1 
class and the ahlstorical subjective explanation of the dominant 
caste or rich peasants or social status-power-wealth- based theory 
of development. Moreover, the historical dynamics of social 
evolution and development present a dynamic concept of the ruli 
or dominant class in the sense that the character of this class 
changes with change in the socio-economic structure of production 
which forms the basis of the mode of production in a society. 

In a given socio-economic structure of production, the n 

or* doiTli.HS.ll’t Cl8.SS r!r*i^.Qo*n“h 





the general interests as ruling'. 8 and thereby, the ruling class 
creates such a ccndition which subsumes the Interests of other 
Classes dependent on it. But this process is dialectical and 
the Inherent contradictions arising fron within the socio-economic 
structure wage war against the existing ruling class which changes 

Its char=,cteristic rola by transforming the socio-economic structure 

of production in the society T+ ic u 

characteristic role of the 

dominant class v/hich determi n 10 4-t-> • 

xcn actcrmines the social context of growth, i.e. 

the process of economic development. 

Dominant m g q o 

The most refined and advanced daflnltions of feudalism are 

to be found in CaEitel. The basis of the feudal society, as Marx 

points out, consists of the relations of personal dependence. 

"Personal dependence here characterises social relations of pro- ^ 

duction just as it does the other soheres nf lir 

t^oiicx spneres o± life organised on 

the basis Of that production" . 9 Labour here consequently figures ■ 
in natural form. The socio-economic structure of production 

Characterises the existence of lord-serf ati nr, • 

sen relations in production 

^^^hfc;rein the feudal form of nronp-rt^;- ovie+c -x-i 

u± property exists with a multitude of 

peasant allotments. The peasants cultivate land for the landlords 

witn the help of traditional and primitive techniques; and in 

return they gat a portion of output for consumption and the rest ' 

te appropriated by the land owners. Thus "feudal production is 

ca-racterised by division of the soil amongst the greatest possible 

number of sub-feudatories",^*^ for thr-qp ar"- +( 

> ior these arcf the foundations of 

feudal states. 




FL,udc.l property (which is the sum total of economic relations) 
covered not only landed property, but also the town with its craft 
industry, regulated by guilds. However, the centre of gravity 
thv. v/hole iiedival feudal system xvas the countryside. And the 
organisation of town industry was determined, in essence, by 
general structure of feudalism, which was founded on 'landed pro- 
perty with serf labour chained to it'. Thus the socio-economic 

structure of feudal production was also the basis of production 
in the town. 

In feudal society, the lords are the ruling or dominant 
class who control not only the source of material wealth but also 
the process of material production and the socio-economic structure 
The existence of structural relations of personal dependence makes 
the peasants dependent on them, in other words, 'the domination 
of the land as an alien power over man and the serf being the 
adjunct of the land, and the creation of a social system of inter- 
personal bondage are the strength of the landlords for establish! 
themselves as the dominant or ruling class whose ideas form the 
ideology of development in feudal society. 

All this presents a generalised picture about feudalism as 
one of the stages of development in the history of mankind, 
feudalism as a stage of development in the history of India 
has its own characteristic forms and phases through which it 
came into being in medival and British India. 

According to Marx, the history of feudalism in dif 
countries 
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and British India. -The structural pattern of medival India is 
still a matter for research, but it is already clear that it 
contained, alongside the dominant feudal structure, considerable 
residues of clan and tribes relations and partly of slavery, which 
in a number o± regions made up structural patterns. It is also 
clear that elements of small commodity (with individual centres 
of capitalism) also existed, specially in urban crafts. Moreover, 
Indian feudalism itself took many different forms'^. The feudal 
dominated multi-structured society of medival India had three 
characteristic features s centralised power at the apex of its 
pyr&midal social structure, village system in the countryside, 
and the union between agriculture and manufacturing industry. 

The village system and the union between agriculture and industry 
are the characteristic features of the Asiatic mode of production 
which was prevalent during the period of medival India. But 
these characteristic features do not underscore the dominance 
of feudalism in medival India, The despotic land revenue system 
and general administration bear an evidence to this fact. The 
dominant feudal structure was inter-wovenly based on the despotic 
relcitions with the Village Headman and Accountant in the country- 
side. The Jagirdari system is another example to show how the 
social structure was feudal dominated during the period of medival 
India. Thus despotism based on the feudal dominated social stru- 
cture had despotic feudal relations which created dominant or 
ruling class comprised the feudal lords, Jagirdars and Village 
Headman? and so the peasants, servants and small commodity 
producers were dependent on them. 
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Tht icudal structure of medival India underwent changes 
during the colonial rule in British India. A short account of 

— by Marx shows how “England has 

broken the entire framework of Indian society, without any symptoms 
of reconstitution yet appearing. “ “This loss of the old World, 
with no gain of a new one, imparts a particular kind of melancholy 
to the present misery of the Hindoo, and separates Hindostan, 
ruled by Britain from all its ancient traditions, and from the 
whole of its past history. The Indian social structure was 
ruined by the British not in the sense of ruining its feudal base 
but in terms of destroying its inner and spontaneously grown and 
operating ties between agriculture and industry having based on 
the internal structure of social relations and indigenous tra- 
ditional technology. The destruction of handicraft industry by 
the British resulted in the expansion of merchant capital and 
money-lending coupled v/ith heavy doses of land taxation. Certain 
metropoleses were developed as the centres of trade through which 
raw materials were supplied to England from the periphery and 
the manufactured goods were imported to India from England for 
absorbing them into the colony. As a result, a characteristic 
pattern of economic relations developed between the metropolitan 
centre and the periphery. This pattern was again diversified and 
strengthened by the investors, traders, bankers, administrators 
and advisors v/ho came to the country with a motive to turn their 
business and activities into the lasting sources of profit. Thus 
the colonial process of exploiting economic expansion lad to the 
emergence of traders, merchants, money-lenders, and bureaucrats 
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as diifersnt social classes who were, at the first instance, 
integral parts of the colonial process of exploitation and 
oppression and also fred up a social organism antagonistic to 
feudalism in India. 

Now look at the feudal society of rural India under the 
colonial rule. V/ithout going into the historical details of 
how the form of feudalism changed or took another shape in 
British -i-noia, let us confine to what finally appeared on the 
rural scene in the countryside. In this case, it is better to 
have a look into the land revenue system prevailing in the counntry 
at the close of the 19 th century of its colonial rule. 

The system of land revenue was three-tier ? the Zamindari, 
ryotwari and village settlement or communal ovmership systems. 

This three-tier system of land revenue came into existence due 
to the introduction of a number of changes as a compromise to 
regional variations in the pattern of social relations in land 
ownership existing in the country^ the objective of which was to 
intensify the feudal process of peasant exploitation. Niarx 
regarded the Zamindari system as big landed proprietorship, the 
ryotwari system as petty individual and, principallj^, peasant 
land ownership, and the system of village land taxation in the 
then Nort-V/estern Provinces (Doab) as communal land oiwnership. 

While exposing the British land revenue policy in India, he 
called the Zamindari and ryotwari system caricatures on private 
land ownership, although even in this case he wrote of two distinct 
forms of private ownership, i.e, of landed proprietorship under 
the Zamindari system and of- peasant ownership under the ryotwari 
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system. These units for the exaction of land revenue, in fact, 
characterise three sets of feudal relations. Under the Zamindari 
system, big landed estates or landlords collected revenue on 
a fixed basis for the British Raj by appropriating output produced 
by the peasants who cultivated land ov/ned by its lords. Hence 
there existed landlord-peasant relations in agriculture. Under 
the ryotwari system, holding of the ryot (as prevalent in the 
Bombay and Madras Presidencies) was the unit for the exaction of 
land revenue. The ryots were in fact small feudal lords who, by 
and large, belonged to the Poligar families. The Poligars were 
appointed by the Monarchy as the in-charge of some villages for 
the purpose of land revenue collection. Hence the ryots had 
mixed picture about land relations in production. However, it 
was another form of feudalism. The system of village or communal 
ov/nership as the unit of land taxation had the village Zamindar 
or the communal group of land owners related to each other res- 
ponsible for the payment of the given village's land revenue. 

In this case as wall, the landlord-peasant relations in pro- 
duction existed as the characteristic of feudal society. 

All the tharee systems testify to the existence of. a socio- 
economic structure of production in British India wherein the 
landlords were dominating production or property relations on 
the basis of either their inherited landed aristocracy or enjoying 
colonial royalty or support. On the basis of the contemporary 
historical documents, Srik Komarov states s ''Under each of the 
three basic land revenue systems the intensification of non- 
economic compulsion was an inherent feature of the exploitation 
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of the peasants. It was put into effect with all the power of 
the colonial state Hiachine directly or by givins the feudal 
rights over the person and property of the peasants (private 
prisons and methods of torture of the Zamindars in Bengal, their 
trecitment of rayats as serfs). In both cases the peasants were 
reduced virtually to serfdom, although this tendency ■was not 
observed in the same degree everywhere. Torture to exact rent 
or revenue^ was conunonplacee In rayatv/ari aroas the rayat was 
not only actually but, to a certain degree, also legally bound 
to the land, and the character of land cultivation was coercive, 
ihe situation was practically the same in Zamindari areas. In 
the Madras Presidency the law stated that a wealthy rayat could 
leave his land only if he found another rayat to replace him or 
agreed to occupy some other land taxable to the same amount as 
his previous land". The process of the feudal exploitation of 
the peasants, the intensification of non-economic compulsion and 
other coercive me:';sures made the peasants and labouring class 
bonded to the landlords and fully dependent on them. 

The historical evolution and operation of the three-tier 
Icind revenue systems under the colonial rule also unveil a process 
of change in the feudal dominated agrarian relations in British 
India because of (a) the gro'wth of commercial caoitalism in metro- 
politan and other urban centres and (b) the extra-economic coercive 
methods to exploit the peasants by the colonialists coupled with 
the feudal exploitation of the peasants and the rural poor. The 
first led to the emergence and growth of traders, merchants, 
money-lenders and intermediaries who established marketing links 
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between urban and rural areas. Hence the countryside also ex- 
perienced tne growth of at least intermediaries, petty traders 
and money-lenders causing some changes in feudal relatidns. 

The intensification of extra-economic coercive methods of 
peasant exploitation and the feudal exploitation of the peasants 
gradually turned into anti-feudal actions. The colonial state 
machinery had to introduce tenancy legislation for granting occu- 
pancy rights of land to the peasants by annulling the power of 
the landlords to sequester the property of the peasants. Such 
colonial action was helpless compulsion to contain the peasant 
uprisings and to raise the market value of land which had virtually 
fallen to a dismal point. Thus at the beginning of twentieth 
century, the process of commodity production (specially petty 
commodity producers) started to take place in the countryside. 

At the same time, the landlords were also using money-lending 
as a weapon to make the peasants bonded to them. All these 
forces - growth of commercial capitalism in urban areas, merchant- 
capital, money-lending and petty commodity producers brought about 
a process of transition in feudal rural India leading to the cha- 
racteristics of semi-feudal social structure of production in the 
country. In other words, capitalism as an element of system m.oulding 
came into being which cnmnbled the dominant feudal relations. Thus 
the semi-feudal structure enwrapped the following ; big landlords 
and intermediaries, traders and merchants as the fabrics of the 
dominant class structure in rural India. 

But this is not the whole story of the class formation in 
British India. There also emerged two other classes ; capitalist 



or industrial bourgeoisie and elite middle class. The history 
of the colonial process of commercialisation and trade expansion 
shows how a capitalist class emerged from v/ithin the country and 
how an elite middle class was created through the expansion of 
colonial system of bureaucratic organisation with the evolution 
of a modern system of education in India. The capitalist class 
on the support of the colonial power or rule became the big owner 
of money, finance and then capital which led to a process of sepa- 
ration between urban and rural areas, capital and labour, industry 
and agriculture which finally bred up an ideology of private 
ownership of the means of production w'ith the support of the 
colonial power, having linked to the international capitalist 
system of trade. The emerging middle class with the spurt of 
modern education helped in building a superstructure on the basis 
of capitalism as a system moulding element in the multi-structured 
economy of India. Hence the capitalist, landlords, merchants and 
elite middle class were the dominant conglomerates of the country 
in general and the landlords were still dominating in the semi- 
feudal structure of rural India. 

There may not be much digression from the main theme, as 
discussed above, if the two social institutions - castes and 
J a.imani system - lasted for a long period of time in the history 
of agrarian evolution are briefly mentioned here for showing their 
interrelations in the feudal dominated structure of production in 
particular and in the emergence of capitalism as a system moulding 
element in general. 


Castes and J a.imani system were the two major inextricable 
ordinates of village communities in India. The hierarchical 
pattern of castes which v/as originally a natural functional 
division manifested in the Jajmani system as a communal system 
or mode of distribution took a turn into the historical realities 
of a rigid social system strictly following the rules, customs, 
traditions, kinship, heredity and family in the whole of India. 
Such historical realities realised their social materialistic 
existence from the growth of landed property under feudalism 
wherein some castes - primarily upper layer like Brahmins and 
Rajput - dominated social relations in the process of material 
pro-ductionj and other castes comprising peasants, artisans 
and servants remained subjugated to be dependent on them, or 
continued to be the clients of the feudal lords, showing a system 
of client-patron relationship, i.e. Jajmani system. In other 
words, the Jajmani system doss not only symbolise a structure of 
social relations of personal dependence but also testifies to 
the creation of a social force to colour and maintain the caste 
system as a differentiated social structure of class relations, 
having the dominance of feudal lords in society. There were also 
soma castes in between the upper and lower layers of the caste 
system which may also be grouped as a middle class, its function 
being a social link between these two social extremes. Thus 
the caste-based structure of feudal society vra.s, in fact, class- 
based as the prevailing material relationships among castes in 
the process of production indicate. The Jajmani system continued 
as a mode of distribution (or as a system of communal cooperation) 





in terms of barter between grains, and services and non-agri cultural 
goods. This continued on the basis of castes as different occupa- 
tional functionaries v,?hose cooperation was a natural necessity. 

The injunction of castes with Ja.imani system, however, 
blurred the picture of class-based rural societyi and with the 
given mode of production, a stubborn rigid social structure emerged 
in rural India. That is why Marx remarked % "The Asiatic form 
necessarily survives most stubbornly and for the longest time. 

This is due to its presupposition - that the individual does not 
become independent of the community 5 that there is a self-sustain- 
ing cycle of production, unity of agriculture and the handicrafts 
etc."”^® 

The caste-bound framework of social structure also continued 
to exist in some or other during colonial rule. But its historical 
geneology shows that the landlords - a dominating class - mostly 
coming from the aristocratic or royal families - inherited and 
.formulised their respective caste characteristics. These chara- 
cteristics show that they mostly belonged to the upper layer of 
the caste system. The peasants were mostly backward castes and 
labourers coming from the lower layer of the caste system. At 
the close of the 19th century, specially after the enactment of 
Tenancy Law, the historical forces also converted some of landlords 
as peasants and some of the peasants as petty feudal landlords. 

Hence the history of such social inter-course produced some dis- 
tortions in the feudal dominated structure of rural society. But 
on the whole, the landlords were mostly higher castes. All this 
shows that the class-caste characteristics were the same, except 
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in the case of maintaining kinship and hereditary family relations 
which were always perceived by social anthropologists in the form 
of a casta system. 

The trading and merchant classes which emerged during the 
colonial rule were from the Vaishya or business communities, such 
as Marv/aris and Gujaratis. The historical documents show that 
some of big merchants and bankers who emerged in the Bombay and 
Calcutta Presidencies, were from these communities having ancestral 
links with the ’Rajahs' and other feudal lords. They had a dual 
function to play, apart from their business ; (i) to act like an 
agent between the State and its ruling class; and (ii) between 
the ruling class and the people at the grass-root. In this way, 
they maintained or changed their ideology at the occasions arising 
out from the historical process of change. Lieutenant-Colonel 
W.H. Sleeman declared s "There is no class of men more interested 
in the stability of our rule in India than that of the respectable 
merchants; nor is there any upon whom the welfare of our Govern- 
ment, and of the people, more depends". Thus the traders, mer- 
chants and bankers wore a part of the existing class basis of ideo- 
logy and social development. 

The elite middle class, which emerged from the colonial system : 
of bureaucratic organisation with the spurt of modern education \ 
were the people from the upper castes (Brahmins in particular in 
the case of the Madras Presidency) and also helped in sustaining 
a superstructure at the base of the colonial mode of production 
operating in urban areas and the feudal mode of production opera- 
ting in the countrysides. Hence the people of this class were 



also a pc.rt of the ruling class basis of ideology and social 
developraeni; 5 as they came from landlord and trading-cum-meriiiant 
communities. All this shows that the castes v/ere superficial 
social boundaries but deliberately maintained as a rigid social 
system based on the kinship, traditional and customary practices 
of intra-family social intercourses. Hence the class character- 
istics were the basis of social development and the caste strati- 
fications were the basis of sustaining superstitious fabri»s of 
social system. 

m Policy, Programmes and Glass Relations 

The long continuing colonial process of plunder, loot, and 
exploitation aroused the Impulse of nationalism among the people 
of India and finally, the wave of the National' Movement gathered 
its momentum and strength for compelling British Raj to hand over 
its sovereign power to the people of India on 15 August 1947. 
Before discussing one of the aspects of the main theme in this 
section, it is equally important to show what socio-economic 
structure of production was and which class or classes dominated 
its material production relations on the eve of the Independence 
The foregoing section shows the growth of capitalism as a system 
moulding element with the existence of semi-feudalism in rural 
India. The growth of capitalism as a system-moulding indicated 
an increasing dominance of industrial capitalist class, a proce 
of separation between agriculture and industry, differentiation 
between urban and rural areas, and grov/ing trade and market 
relations with their distinct spatial differences. T+: -i-a,. 
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of production in rural areas. Hence there predominantly existed 
semi-feudal social structure of production wherein the feudal 
lords - big and petty - dominated the material production relations 
with a multitude of poor peasants and labourers depending on them. 
The superimposed caste system on the class- based rural society was 
also present on the eve of the Independence. Some of the stubborn 
characteristics of the village community in the shape of the Ja.imani 
system were also carried over from the past. The basic fabric of 
the colonial system of bureaucracy also remained in tact. In a 
sense, all tne institutional fabrics of the British Raj remained 
interv/oven in India on the eve of her Independence. 

The framework of a political economy emerging from the 
Constitution of Independent India presupposes the existence of 
individualism, political democracy and private ownership of pro- 
perty as the means of all social development and socialism as the 
end of this development. The Fundamental Rights of the Constitution 
sanctioned the former (i.e. individualism, democracy and private 
ownership of propverty and the Directive Principles of State Policy 
attempted to realise the goal of socialism (or called as growth 
with social justice). The State is assumed to play a catalystic 
role to harmonise antagonistic relations between the ffleans and 
the end. Thus the constitutional framework of the political eco 
of post-independent India basically drawn on the premises of capi 
talism for securing socialism by the State is, in fact, a product 
of the historical realities of the class-based ideological forces 
of the National Movement struggles for the Process of National 



shows how socialist thought appears an important feature in the 
process of national self-determination ; ®'For the complete 
victory of commodity production, the bourgeoisie must capture 
the home market and there must be politically united territories 
whose population speak a single language . . . unity and unimpeded 
development of language are the most important conditions for 
geneuinely free and extensive commerce on a scale commensurate 
with modern capitalism . . . for the establishment of a close 
connection between the market and each and every proprietor, big 
or little, and between seller and buyer. Therefore the tendency 
of every national movement is towards the formation of national 
states , under which these requirements of modern capitalism are 
best satisfied . . , for the entire civilised world, the national 
state is typical . . . consequently if we want to grasp the meaning 
of self-determination of nations ... we m.ust inevitably reach 
the conclusion that self-determination of nations means the poli- 
tical separation of these nations from alien bodies, and the 
formation of an independent national state". Hence there is 
no wonder if the political economy of India is constitutionally 
established to maintain and generate such an aggregate of socio- 
economic relations in material production by the State for bringing 
about socialism through the development of capitalism. 


The foregoing section shows the emergence of capitalism as a 
system-moulding element and the existence of semi-feudalism in 
agriculture. Hence the semi-feudal structure of the rural society, 
being the main core of the national economy and its overall deve- 
lopment, .continued to be the ma.ior obstacle to the develoomen 
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of capitalism in India. Alternatively, it also means that the 
existence of semi-feudalism was also the major stumbling block 
to the process of rural development. By recognising these facts, 
the process of planning in India started with the twin objectives 
of development - industrialisation and rural development. The 
objective of industrialisation has bean the expansion of the 
'modern capitalist sector' v/hich reproduces productive capital for 
investment leading to the growth of capital accumulation and the 
introduction and adoption of technological changes, But the 
success of industrial development (i.e. the capitalist sector 
expansion) depends on the size of home market which, in turn, 
depends on the growth of commodity production in agriculture. 

Hence a suitable strategy of planning for rural development is 
required for changing the semi-feudal system of production into 
a capitalist mode of production. This process of change depends 
on the creation of such a socio-economic structure of production 
which could breed a class, i.e. capitalist, for introducing new 
forces of production in agriculture. The emerging new class in 
production would lead to a dominant mode of production which 
gradually results in the growth of commodity production, extension 
in the size of market, investible surpluses and so finally, in 
the expansion of the modern sector. 

All these facts may be reckoned with, in some form or other, 

■■ op-' 

in the official Plan documents of the Government . Ranjit Sau 
has characterised the official strategies of planning for rural 
development as the integral and differential strategies for rural 
development. According to him the integral strategy followed from 


1951-52 to 1964-65 had its throe major planks ; (a) land reform, 

(by cooperative farming and (c) community development. His 
classi-L ication of the differential strategy which marks, a turning 
point with a new phase of rural development since 1965-66 consists 
Oj. the new agricultural strategy, special policy and programmes 
for developing and improving the productive and socio-economic 
conditions of the poor peasants, tenants, landless labour and 
artiscins. In addition to these two characteristic strategies, 
the third may also be added, i.e. integrated rural development 
which encompasses the essence of both, integral and differential 
strategies with an added emphasis on the spatial units of planning 
for rural development. This has gained popularity in rural India 
after the publication of the blue-print of the World Bank on ' The 
Assault on World Povert}’"’ in 1972. 

The first strategy '’was largely informed by the Gandhian 
concept of a peasant economy composed of small and medium peasantry, 
tied together with a spirit of mutual cooperation and a profound 
outlook for the development of all".^^ Thus the objective of 
this strategy was to integrate all three planks of planning for 
reconstructing and reorganising the rural economy for producing 
such a socio-economic structure of production in agriculture 
wherein the peasant mode of production could emerge leading to 
the growth of petty-commodity production in agriculture, an 
essential condition needed for the development of capitalism. 

tacit assumption of harmony between production, employment 
and the removal of poverty' was also held in this strategy. 
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ihe main objective of various land reforms and tenancy 
measures introduced in different states of the country was to 
create conditions for changing the existing agrarian social 
surucbure in a manner to make it conducive to the growth in 
agricultural production. Hence the abolition of the Zamindari 
SysLo'P-i and other intermediaries, procurement of excess land 
above ceiling size of holdings, and the confirment of ownership 
right in land on the tenants crumbled the strong edifice of feudal 
lord-peasant relations in production by converting feudal form 
of landed property into private ovmership of property and by 
compelling the landowners for the resumption of self-cultivation 
in rural India. In this way, such measures created potentials 
for the genesis of small commodity production as one of the 
essential requirements for the development of capitalism in 
agriculture. But the resultant peasant economy could not remove 
the element of monopoly in land. Marx says ; "The division of 
landed property negates the large scale monopoly of property in 
land - abolishes it, ° but only by generating this monopoly. It 
does not abolish the source of monopoly, private property. It 
attacks the existing form, but not the essence of monopoly 
Hence land as a source of monopoly continued to exist in the 
peasant society despite the enactment and implementations of 
land reform and tenancy acts in dlfferant parts of the country. 

"The second plank of the integrated strategy for agrarian 
development x«/as the cooperative movement, embracing all the 
aspects of farming - production, input supply, marketing of 
produce etc. The declared aim was to cover the entire village 
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land under the cooperative responsibility of the community" . 

In pursuance to this objective, the Gandhian model of cooperative 
farming was experimented at certain places; but it could not 
succeed in practice because of antagonistic class-caste relations 

Ofs 

in land- curn-product ion. It oniLy remained a shov^-piece at the 
hands of some Gandhians on the official support of the state. 
However, the cooperative movement embracing other aspects of 
farming such as credit and fertilizer supply and marketing of 
produce had been a success because of the entry of rich peasants, 
traders and merchants and bankers into different cooperative 
institutions which proved to be a powerful organic machinery to 
sustain and exercise their pov/er in the given set-up of democracy. 
The other cause for the success of this movement in these fields 
had been also the state’s support and the development of marketing 
and trade links between urban and rural areas. 

The idea of community development, the third plank of the 
integral strategy started in 1952 , aimed at arousing the impulse 
of planning for agrarian development among the people in villages 
by undertaking a package of programmes touching all aspects of 
rural life such as agriculture, irrigation, oommunication, education 
health, housing, training, supplementing employment and social wel- 
fare. For this end, the BDO, a unit of administration assumed the 
charge for delivering the multi-prone objective of the community 
development programme and the role of local leadership was felt 
necessary, in addition to the BDO. The success or failure of this 
programme need not be retold, except that its contributions to the 
process of monetisation in rural areas through various channels and 
to the rebuilding of a class in the structure of rural power. 



It may not be out of the context if irrigation projects and 
lADP (intensive Agricultural District Programmes) are also mentioned 
here and included in the integral strategy of planning for agrarian 
development. The purpose of both had been to intensify farming in 
rural India. Irrigation, one of the important productive forces, 
is essential for the development of agriculture in the agrarian eco- 
nomy. And so, the provision of irrigation to assure water supply for 
crop cultivation for increasing production and employment has always 
been one of the major activities in the plan documents. Added to 
this, modern inputs like KYV and fertilizer are also needed for the 
development of agriculture, because ’agrarianism' characterising 
the use of traditional agricultural pursuits has always been viewed 
as one of the major causes for the persistence of underdevelopment 
and backwardness in rural areas. But the use of these inputs 
cannot be made popular all of a sudden. Hence the Intensive Agri- 
cultural District Programmes were launched to demonstrate the high- 
yielding effects of these inputs in rural areas. Again, given the 
structure of the peasant economy, the idea behind these programmes 
was to create productive conditions for the development of agricu] 
in India. 


All these aspects of the integral strategy actually aimed at 
creating conditions to overcome semi-feudalism which was arresting 
the development of capitalism in agriculture. But the operations 
of the integrated strategy could not succeed in transforming the s 
feudal structure of production in rural areas, despite the erosion 
of the 



growth, of intermediate structures such as money-lenders, merchants 
and middlemen. The productivity of labour remains low because of the 
continuing use oi traditional agricultural practices and persuits. 

The increasing number of cooperative societies of different types led 
to the intensification of intermediate structures in rural areas where 
in the landlords also played an important moneylending role. As a 
result, xhe peasant economy based on family la hour- farming remained 
subsistence producer and under the bondage of indebtedness to the 
landlords, moneylenders and merchants. Hence the Gandhian idea of 
a peasant economy was not realised nor the development of capitalism 
in agriculture. 

The differential strategy for rural development was a distinct 
package of development efforts for the promotion of capitalism in 
Indian agriculture. The strategy also included special policy pro- 
grammes and protective measures. The objective of the special policy 
programmes like SFDA and MFADA was to make small and marginal farms 
viable units of production. The protective measures like CREP and 
other public works programme aimed at improving the socio-economic 
conditions of the rural poor, specially landless labour by providing 
casual employment to them. In other words, the purpose of the sp 
policy programmes was to sustain the characteristics of a self- 
content peasant economy with the infusion of money into the rural 
areas for extending the process of value -in-exchange through the 
Keynesian type of public works programmes. 

Tne spurt of new technology with a package of modern 
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in Indian agriculture. This revolution was, at least, a success in 
the irrig.5ited areas in general and in the wheat irrigated areas in 
particular, ihe spurt of the new technology raised the productivity 
of xabour in Inaian agriculture. But the surpluses resulting from this 
increase in proauctivity while wage rate remaining low, accrued to 
those who vjere large landholders. As a result, the green revolution 
era witnessed to a process of grov/th in income equalities at the 
intra— farm level, but being different in different areas. There is a 
massive literature to bear an evidence to this fact. There was also 
an obvious impact of tnis change (i.e. nev/ technologies) on the 
structures of land, labour and product markets in rural areas. The 
value of land shot up quite high and the land-lease market witnessed 
to the emergence of tenants from dominant class of farmers.^® This 
effect was also partly due to increasing cost of farm production 
and partly due to absentee landlordism in certain areas. The conse- 
quent rate of rise in ground rant from the new technology restricted 
the small traditional peasants to cultivate land on lease and so it 
was also a cause for the same effect. The rural labour market ex- 
perienced gro\-(rth of wage labour in agriculture. An increase in 
marketable surplus of agricultural commodities resulting from the 
new technology extended the size of home market in rural areas. 

And so, capital in terms of productive assets also took place, 
despite spending a major part of surpluses on unproductive consumption. 
The liberal credit policy also helped in the growth of productive 
assets. But all this happened to those who were mostly large land- 
holders. All these markets - commodity, labour and credit - being 
inter-locking at the land- base were interrelated to production 
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relations. In this system of interlocking market and production 
relations j, during the Sixties progressive large farmers commanded 
the position of dominance in the agrarian economy. The existing 
intermediate structures were, hov/ever, also maintained for exploiting 
the poor peasants and landless labourers. And so the small and mar- 
ginal peasants could not become viable producers as the special 
policy programmes aimed at doing so. 

The post-1965 era also witnessed to the collapse of the 
Ja.ima ni s^^'stem v/hich was the source to maintain social relations 
of personal dependence. The collapse of this system v/as obvious 
due to the expansion of monetisation and commodity production. But 
the emerging rich peasants, the dominant class, had to create certain 
conditions to pauperise the poor peasants and landless labour. 

Hence in the post-1965 era, money-lending and low wage rate main- 
tained by the substitution of capital for labour, high ground rent 
and the use of family labour were the sources of pauperising them 
in the rural society. The other extra-economic source was the 
maintenance of caste-oriented traditions, customs and practices. 

In this way, dependency, i.e. the reproduction of paupers also 

/ 

continued. Thus the spurt of the new technology witnessed the 
emergenoe of a class-capitalist or progressive farmers - in the large 
farm sector of the agrarian economy varying from one area to another. 
High ground rent, money-lending, low wage payment and traditional 
social hierarchy continued to remain as the factors responsible for 
the reproduction of poor peasants, tenants and landless labours. 

Before discussing the third strategy for agrarian development 
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(i.e. integrated rural development) let the follov/ing be mentioned 
for the sake of maintaining analytical continuity ; firstly, the 
operation of the differential strategy led to the development of 
capitalist agriculture on the socio-economic infrastructures pre- 
pared during operations of the Integral Strategy at the colonial 
base of sem.i-f eudalisra which existed at the close of the British 
Raj; secondly, capitalism as system-moulding element occupied the 
place or role of its dominance in the agrarian economy but 'it also 
remained restrictive in effects because of the resistance put up by 
earlier modes of production or their elements against the development 
of capitalism in agriculture in its social formations. The pre- 
high ground rents, low wage rate, the mechanism of money— 
lending and trade and the traditional hierarchy of the village society 
were the forces which restricted the development of capitalism in 
agriculture; the effects of which vary from one region to another and 
from one area to another within a given region. Hence the State as 
the catalyst of social development had to remove these restrictive 
effects or forces. Moreover, such role was also expected to be played 
from the side of the State under the banner of socialism. Hence 
legislative measures were adopted by different State Governments to 
re gual ate agricultural wages and to remove the poor peasants and land- 
less labourers from the clutch of moneylenders to whom they were 
indebted. But these measures were not enough to protect them from 
wheels of exploitation because of the extra-coercive forces created 
in the multi-structured economy of rural India. 

The dialectics of the State between capitalism as the means of 
social development and socialism as the end' of this development 




The spatial process of planning for integrated rural develop- 
ment also implies the diversification of socio-economic activities 


in the process of rural development for releasing the pressures of 
excess or surplus population on agriculture. Hence the development 
of activities allied to agriculture such as dairying, sericult'ure , 
etc. is stressed for developing rural areas. The development of 
dairy in certain areas based on the system of cooperation has 
generated additional source of income in those areas. But dairy 
development being still land-based is not separate from agricul- 
ture and so it has helped the rich or progressive large farmers in 
strengthening the position of their dominance in a number of ways. 
The case of dairy development in Karnataka bears an evidence to 
this lact.^^ In many States, dairy development as a part of 
integrated rural development is still conspicuous because of the 


ance put up by the earlier modes of production or their elements 

against the process of capitalist transformation of agriculture. 

Hence the efforts of the State to develop household and village 

industries on the basis of cooperative society formation of 

village artisans may lead to the pauperisation of the artisans 

because of the entry of capitalists from urban areas finding such 

ventures profitable with the marketability of the products in rural 
31 

areas. There are also many cases which show the entry of rich 
peasants and traders with their capital into the undertaking of 
industrial activities like oilseeds industry at the household level 
and their entry with subsidies from the State has thrown traditional 

Xp 

oil more out of the race in the villages. As a result, they are 
pauperised without having land or a minimum size of productive assets 
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dominant traditional hierarchy of the rural society and due to lack 
of rail road and communication development. This is also due to 
lack of initiative on the part of the State Governments. The success 
of dairy development in the regions like Gujarat, Karnataka, Punjab 
and Delhi shows that developing capitalist agriculture has been a 
factor for its success there. The reasons for the capitalist 
development of their agriculture need not be retold and repeated. 

This example also indicates that the success of the integrated 
rural development programme firstly depends on the development of 
capitalism in agriculture, i.e. the emergence and growth of pro- 
gressive rich peasants. But when such programme is introduced in 
the capitalist developing agricultural areas, the rich peasants’ 
entry gets ins citutionalised and as a result, the poor peasants and 
landless labour do not compete with them rather they fall in their 
hold. And so, the growing hold of the rich peasants makes them 
dependent. 

All the three strategies for rural development reflect the 
efforts of the State in moulding the colonial creation of semi- 
feudalism into the development of capitalism in rural India. But 
all such efforts appear to be caught under their own contradictions 
which arise from the dialectical relations of the State between 
capitalism as the means of development and socialism as the end of 
that development. The former depends on the creation of suitable 
economic conditions (i.e. technological changes and progressive 
class of rural population) . Once the efforts are made by the State 
in this direction, hetrogeneous class relations and interests cut 
across themselves at different points of time with conflicts and 
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clashes. As a result, the efforts produce restrictive effects of 
capicauist development in various forms and run through in different 
phases in different orders in rural areas. Given the constitutional 
framework of the political economy of India and so the characteristic 
pattern of State relations between the means and the end of social 
development, the socio-economic structure of production emerging 
from the operations of the different strategies of planning for rural 
development exposingly enwraps the following classes ; (a) rural 
oligarchs (comprising rich peasants and landlords), (b) merchants 
and traders, (c) middle group of peasants, (d) poor peasants, landless 
labourers and artisans. The rural oligarchs occupy a place of 
dominance in rural areas as they command the main element of social 
material relationships in production in Indian agriculture. The 
merchants and traders are next to them in commanding order because 
they deal with the flow of marketable surplus of agricultural 
commodities produced in agriculture. That is why at one point, the 
interests of this class clash with those of the rural oligarchs 
but at some other point, both of them have to compromise with one 
another for keeping the last class under the clutch of their control. 
The middle peasants look forward to the rural oligarchs in antici- 
pation of becoming their partners in the structure of power holding. 
But this speculation is not without .causing the feelings of sub- 
ordination to them and so it has led to uprisings among the people 
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of this Class who mostly come from the backward caste communities. 

The people belonging to the last class constitute a vast mass of 
rural population ana they continue to remain dependent on the rural 
oligarchs and also on the merchants and traders who reproduce condi- 
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tions to pauperise them. The reproduction of pauperisation condi- 
tions is, thus, a product of the dominance of the rural oligarchy in 
the operations of rural development resulting from the characteristic 
pattern of State relations between the means and end of that deve- 
lopment . 

IV Why Rural Poor Remain Poor ? 

The characteristic pattern of the State relations between the 
means and the end of social development, as historically formed and 
determined from the part at the colonial base of semi-feudalism 
or socio-economic formations, produces a class basis of development 
in rural India. The class basis of development shows the existence 
of ’dominant material relationships', producing a dominant or 
ruling ideology of development (i.e. capitalism as the means of 
social development and socialism as the end of this development). 

And so, the economic conditions show how the rural oligarchs, traders 
and merchants strengthen the position of their dominance by dominating 
the m.aterial forces of the society | and how the poor peasants, landless 
labourers and artisans are reproduced by their dominant material 
relationships in production. The rural poor are reproduced by the 
dominant class (or classes), because its dominance in the socio- 
economic structure of production creates extra- economic conditions 
or compulsions to make the rural poor dependent on the dominant 
class, rienc^- the emerging conditions from the dialectical relations 
of the State between the means and the end of social development 
are responsible for the reproduction of poor (i.e, poverty in 
rural India) . 
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The reproduction of rural poverty has its two forms - 'natural' 
and ' artiiicial ’ . The natural form of its reproduction is due to 
a low level of development of productive forces and due to the 
existence of semi-feudal relations in production which also charact- 
erise 'social relations of personal dependence' in village society. 
Hence according to P.C. Joshi, "the conflict between the rich and the 
poor does not assume a naked form because of the mystification of 
this conflict by the institutions of caste, village community etc."^^ 
The emergence of 'artificial' form of poverty is the product of the 
capitalist process of transformation. This process reproduces 
poverty by converting petty property owners into a proparty- 
less class; and its growth outruns the growth of wage labour for a 
long period, 'indicating pauperisation without proletarianisation* . 

The capitalist process of transformation also reproduces artificial 
poverty or pauperises the rural poor by making terms and conditions 
or contractual modes of tenancy, loan and wage payment more favourable 
to the rich peasants or capitalist landlords (i.e. rural oligarchs) 
than to the- poor peasants and landless labourers. The prevailing 
characteristics of land, credit-inputs, labour and commodity markets, 

which function and operate under the influence of the rural oligarchs, 
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also favour them in dictating all such terms and conditions.-^ In 
other words, the dominant capitalist production relations corres- 
pondingly reproduce dependent agrarian relations leading to the 
pauperisation cf the poor peasants and hired landless labourers. 

Thus artificial rural poverty accentuates as the product of the 
capitalist class basis of a rural development. All the parts of 
rural India have not equally e^q^erienced the process of capitalist 
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transformation and so =rt i f 

nc to „.tifioial povorty is aocentuoted in the 

midst of natural poverty in rural India. 

The class basis of rural development also shows how the 
prevailing oharaoteristics of land, labour, credit, input and 
commodity markets are getting all the sections of rural population 

into .a vortex of capitalism. . 37 At the same time, it also reflects 

the dominance of l-«ndlorri-rani 0,+ - 

x-naiora-capitalist in rural areas | having mono- 
polistic contrul ova.r tna supply of land and other productive 
assets and resources, the supply of agricultural output and its 
marketable surplus, and flow of institutional credit and modern 
inputs. Table 1 shows that the well-to-do peasants constituting 
10.34 per cenu of the total number of rural households operate 
more than half of the total area, hold 61 per cent of the total 
assets, obtain about half of the total flow of credit, command about 
63 per cent of the gross value of output and 6 ? per cent of the total 
ount of mcurketable surplus. The same table also characterises thei; 
credit-worthiness, technical dynamism and commercial behaviour. The 
poor peasants and landless labourers who constitute a little more 
then 60 pur cent 01 the total number of rural households cut a 
soiry figure in all respects. In this v/ay, the same table displays 
the characteristic features of dominant and dependent agrarian 
production relations in rural India which are the result of the 
class basis of development owing to the characteristic relations 
of the State between the means and the end of social development, 
having formed at the colonial base of socio-economic formations 
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Table - 1 


Characteristics oi Dominant and Dependent Agrarian iRelations 



Poor Pea- 
sants 
(0 - 2.49 
Acres) 

Small 
Peasants 
(2.50 - 
9.99 
Acres) 

Well-to-do 
Peasants 
(10 Acres 
and above) 

1. Households (No.)^ 

48.2 

23.6 

8.2 

(Per cent) 

60.26 

29.50 

10.24 

2. Area operated (%)^ 

9.25 

37.55 

53.20 

3. Assets distribution 

3.00 

36.00 

61.00 

4. Outstanding debt 

21;50 

34.90 

43.60 

5. Distribution of cash ^ebt among 
cultivator households^ 

a. Institutional agencies 

5.7 

28.6 

65.7 

b. Non-institutional agencies 

18.5 

40.3 

41.2 

c. Both combined 

14.4 

36.6 

49.0 

6. Fixed capital formation by 
cultivcitors 

a. Households 

41.0 

52.6 

6.4 

b. Total capital formation 

8.3 

46.2 

45.5 

7. Purpose-wise credit requirements 
by cultivator house hold ° (%) 

a. Fixed capital expenditure 

19.0 

32.6 

52.9 

b. Working capital expenditure 

10.6 

14.8 

19.0 

c. Household expenditure 

6l.0 

44.8 

25.7 

'd '■ 

8. Gross value of output (%) 

10.5 

26.9 

62.6 

d ' 

9. Share of marketable surplus {%) 

5.4 

27.8 

66.8 

10. Irrigation 

15.09 

38.93 

45.93 

11. area under commercial crops a| per- 
centage of gross cropped area^ 

16.90 

19.74 

26.37 
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(aj NSS, 27th Round (1971-72) » {'b) An TrtH-io d t 
and Investment Survey (1971-72)' RrtR f M 
Riu-al Debt and Investment Survey (?96l 62) 

Ai?foStoarirotortI bfoSt“at " 

1960-61... utsa Pat2lk"'^E?5“ScemSfr°2rMl?."?nd 
e) agraoultural. Census 5r-inSa:1l7of ?i . ll^erS^f. 


ion Bet ween Holding 


Holding Group 


Asset Grou] 
(in Rupees 


0 - 2,500 

2,500 - 20,000 
20,000 and Above 


b. 2.50 - 9.' 

c. 10 and Abov 


b^xx^wer oo one question, ‘why rural poor remain poor* , thus 
dOcS not life in Lipton's thesis of urban-bias development^® nor in 
theory of rural fundamentalism. The theoretical framework of 
'Agrarianism, Dualism and Development* is also incapable of 
answering this question.^® On the contrary, all these theoretical 
explanations have led to posing the question of rural poverty as 
one of rural Vs urban, caste Vs caste, ruralism Vs industrialism. 
^11 these dichotmomies in '’the Indian context perform the ideolo- 

mystifying force, keeping the poor in darkness 
about the social genesis of poverty and thus, thwarting their 
emergence as a socially conscious force The social genesis of 

--.erpy could be found from an inquiry into historical process of 
occio-c-ccnomj a formations which exist today from the past. 


gical function of 


■aim-- 5-r.- ■■ 
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,on on Growth. J^isparity and 
.sation in the Indian Economy 


Sudipto I-tundle 


.stained period of m-uddling along at a low and 


tile economy has now actually moved into the unbelievable 


.h. Real Ha ti oral Income measured in 1970-71 


ar tris.4j6,636 croresj.,-' Allowing 
of about 2 per cent per annum, tii, 


icugrain output declined by about 5.7 


s nroduction fell 


If this were alone to account for the f all 


.tional income, the situation would not be so alarming since 


here — even in irrigated tracts — is dependent on 
atlier and therefore subject to sharp yearly fluctua' 


tive of the intrinsic health of an economy. Howeve: 


■e cua’rsnt sit-jation does not allow any room for such complacency, 


cnomv has registered a siibstantial absolute fall 


r sectors of manufacturing, railways and construction 
;t, the only sub-sectors of the national economy 


iS ai’e based on the Quick Estimates of National Income 
id bv the GSO. See, The Hindu, of Jan. 29, 1981. 
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which have recorded any significant growth are the sen/ice industries 
like transport (other than railways), cociEunication ?„’;d o:iblio utili- ■ 
ties on the one hand and, purely tinproductive conponents like public 
administration and def ©ice on the other. If these dubious components of 
national income were left out of the reckoning the actual decline in 
real per capita income based on material production estimates would pro- 
bably be of the order of eight per cent or more. Alongside the decline 
in real national income, the investment rate in real terms has come 
dotm from 16.8^ in 1978-79 to 14.4 cent in 1979-80 giving us a 

decline of about 19 ^ in the voliane of real capital formation. 



Cosing as it does at the end of a long fifteen yaar period of ■slow 
arid lalting growth, there is no getting ai;ay from the fact that the 
economy is still in the throes of a deep depression. Clearly it is not 



a season for optimism. Speculation about the futui'e in tiiis gloomy air 
is open to a certain myopia — a tendency to project 'too much of the 
present into the future. There are however some incoridgible optimists 
who would argue, as I shall argue, tliat tliere is a ray of hope. That 
in the long hau]. there is a real possibility for the process of capital 
accumiuLation to restore itself and for the economy to move into a tra- 
jectory of relatively higher growth. But what is IxkdLy to be there 
in such a recovery for the millions of Indian citizens, particxuLarly 
in tl'ie rural sector, who live —or rather survive — in grotesquely 
inliuman conditions of existence? For tiiem, as we shall see below, 
there can be no real hope of anything better in the f orseeable future 
of this system. ' ■, 




on Grisis Thaor 


.eeessary to begin with a digression on crisis 
political economy tli© analysis of crisis in 


theorj 


and correspondence between Malthus and Eicardo. But in the dominant 


short peiiod analysis of inadequate effs' 


latter, though this has never been recognised in the text book 


Marx’ s theory of accimiulation and a particular interpretation of his 


theoiy of crisis which comes rather close to the Keynesian tlieoiy 


This particular development of i%rx' s own theory, wMch for reasons 
explained belcv ''■.'a rmy call the Eealisaticn Theory of Crisis or simply 


Healisation Theory ,has till recently been in the mainstream of Marxist 

theorising on the subject and can be primarily identified with the 
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contributions of Sjeezy, Ralecki, a/eezy-Baran and Steindl.-^ 


I'fl'iat is common to these theories is their focus on the non' 


realisation of profit or the surplus because of an inadequacy of 
aggregate demand. It is easy to see how closely tnis resembles the 


of Capitalist Develoument , I'fcnthly 
Michael Kalecki - Selected Essays, on 
: feonomv. Cambridge thiversity Press, 
;ezy - Mbnn-nolv (kpital. Monthly 
H-.A-indl - ifeturitv and Stagnation, of 
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noro familiar KojTjssim ti-.Of'rj*- cf i:-r.ueq-^-ta Zt is 

also inportant to stress at ir r- s.i la r.-..?ki and 

Steindlj it is investnant tiiat ier.ds t'-e j raoossion and 

a secondary decline in irr/estncnt fol i'y::-. yiirnr- fnU. in 

investment. Here again lailisation TH.eonf is at cnc tno loyie- 

sian theory and the closenoss of the- two t/icnricG j.c porLaps rovoaled 
most strikingly in ItJ-ccki* s oripirnl v;nrkj, cv-rpH etc/! .-ibrr.t tiio same 
time as Ileynes, where he independently 03 ’a''ih 3 iri'/id ail t.in rxilor short 
period propositions of Keynes. However, the parallels between ilealisa- 
tion Theory and Keynesian theory ought not to conceal tlieir rnjor 
differences. . : : 


For one tiring, while Keynes was concerned with a short period 
analysis, iieaiisation liieory - e^ccept in the case of Kalecki - was 



mriLation process. B'/en in the case of Kalccki, he grew increasingly 
unhappy with his sopctration between the analysis of short period busi 
ness cycles and tlio trend, his last major contribution on the subject 
being an attempt tc offer a unified tlieoiy of trend and the business 


cycle 


iecond feature, and for my purpose the more significan 


wliicii unifies the Marxian Bealisation theories wMle at the same time 


distancing them from Keynes is their recognition of monopoly or oligO' 
poly as the characteristic structure of markets, Keynes seemed to 
rest lii-s macro theory on a micro level ferundation of more or less 


See Iris 1968, essay, Trend; and tire Business Oyole. reprinjied as chap? 



of such concentration. They developed a tneoiy or aecwnui.ai.xuii 
located the oxlgin of secular crisis in the development of monopoly. 

It is interesting to note that this emphasis on the development of . 
monpoly, which distances Eealisation Theory from the Keynesian theory 
also distances t!ie foraer from Marx’s original tlreory of capital accu- 
mulation und crisis. Ife shall return to this later. But so far as 
Keynesian theory itself is conoemed, it is important to note that 
subsequent developner.ts in this tradition were strongly influenoed by 
risalisati.„ 'rheory, in particulnr the woric of Kaleoki. It is not S'or- 
pilsing Eierefore th..t the Post-Keynesian analysis of contemporary 
capitalism am ins futmo prospects is rather similar to the recent 
conclusions of Sealisaticn Theor-/.^ Both Kaleciri and Steindl, for 
instance, in their mere recent contributions have tended to leave the 
long term prospects of industrial oapitaUm rather open ended and 
dependent not only on the capacity of the State to set tto level of 
invostmmt am the distribution of income but mre frardamend^lly on the 
a 1.. mhAnnmenon of continuing technical 


ee, Alfred Uchner, 
SiaroG Ific. N.Y.,19 
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Policy, CashrMsa 


ncnopoly, both at the leTOl 


;-!a~e scoxai- oa';: 


'■=£ ■:cll as 


in the sarket struct.-^as ci 


iiealisation 'Thecr^' cf the xa 


- ,::jc 


I •* 


ixstaxices 


'cn- Kr 

7;rii3 

C; n; 

loc nxi 

rks 

jr-:^ 3 

own 

ar; 

a lysis 

of 

seen: 

to ■ 

be 

t -f: b V 

hile 

iuraulatio: 

!•! 1 

od Mm 

to 

an’i 

Ir/i 

;x'd 

could 

not 


orisis. ihe reason i>?r T.r:is oo.pnr^.rtre vo' 

I'iirx' G Gv/n analysis oi i’he laws of 'Ganlta]. . 
forsee the cevelopr.ent cf aicnoiioly he did n 
at ti’ie tine: when ho ’.■.aio v;ritir.o'^ analyse the new ' iniles of the game’, 
the riechanisr; of the aeourolation process consequent iqjor. tlie develop- 

ft / ■ ' ' 

inent of nonopcly.^ 


Ooersiiadowai by ti'iis 5.or.inca-.t Mar-lst tradition there tes existed, 

howevei’ a. Viore fuaniaffientaiist Man-cian tradi-._on , dating back to the 

1 / ■ 

year of t'.ie Great Grasl:. i«3’ri'/od in recent years in the work of kfettick, 
Yiaffe, losdolsky asid otiiei-e, hiio al u-x'i<a «ive tradition v/ould hold that 
the development of b^nopoly —or for tliat tiatccr Inifjerialiisc -^does 


not requiro a modification of I-iaric’s tiicoiy'- of accumiilaticn and crisis. 


^ See, for inctancej Glifipter P/, "I'bnopoly and the laws of Motion of 
Capitalism’' in Pwacsy “ The Theory of Canitalist Def/eloomontl * op.cit, 

2/ The book ’ Das iackurmfLations Zusammgibruchsgesotg des Kapit-a- 

listischen Systems, published by th-e German l^rxist scholar Heni^ 
Gressaan in 1929- . So far as .1 am aware no published Eriglish trans- 
lation of the book is as yet available. 

^ See, for instance, P, Mattick, Marx and Keynes : limits of the Mix^ 
Sconomy. Merlin Press, London, 1,969; laffe - The Marxian ^.oor? 

,, of Crisis^,-,. Capital. and ,the State, Conference of Socialist i&jgno Ligfe 
Bull etin. tfenier.' 1972. ^md. rt,BqsdQlsky «• The Making of Ih rx’s Gapi;^ 

. , . Pluto Press, iondon-i 196S'i 




retaticn of Farx' s theory 
11 the Chrerprod-uction of 
r-.ar,ita2ist production 


hat is really '-he 


mDtion^ the prod-acuxon 


rcaeas ' of the - struct-ure oi 

parts in ths different branches of production. 

ipital production, so the argrt®nt runs, is 

stition' stage of oapitalisD but applios 

istorical dornln of capitaiist produotion inolu 

.petition as Hell as monopoly and imperialtsm. 

is states that at ffly given tine ..to capitalist 

,3a of oapi-'cra is employed to produce more 

a new uapltal produced to tire original capital 

e.aate mte of profit, which is also the rate 

are ignortog capitalist consumption). How 

.e aggregate mss of capital anpands or acoumu- 

11. -1 -nr'ichice'i hy ihe accunuls-i^d. 

IS or new capxtoa prouucc-i 

,, the precise relationship between the two at 
! „r the rate of arploitation (s) to 


capx’tel ) 


it is ob’^/ious uia 


tiiTiG beinj 


Mjag to g: 


ever there 


pr-od’aCiOS xt 


. c cr&xrCLaticri 




ilon tor It 1 


shorn 


that whenever the rate of ejqDansion of S'oipl 
the rate of total capital acciffiiulation, the 


tion ~ or 


enod oi 


accumulation. The mass of 


siiaulta- 


poxn- 


neously too small and too large, it i 


existing surplus-value and it is not large enougii to ove 
dearth of surplus value” (Mattick, 1969, op.cit. 
in other words an overproduction of capital a>id ui-ie new c 
no longer be valorised. A pari: of tile mass of accumihete 


now laxa waste, devalued — possibOy even physically destroyed — and 
above all .reorganised such that, the rate of e3{ploitation is raised to 
a new high, the organic composition of capital modified and tl'ie rate 


OI proiiu restored so ohat a new programme of accumulation can begin. 
This is the on-going cycle oi‘ capital production on an ever ex|ianding 
scale. All that is required is tliat capital is able to fully reconsti- 
tute and reorganise itself at the end of each cycle so as to restore the 
rate of profit and that, the fundamental relationsliip def ining the system, 
i.e., the subordination of labour to caoital. is itsbif not ftLstmved 


Q 



It will bG obvious hero that the base of accuni-ulate<i-capital--on which 
each cycle begir. is ah'ays larger timi the base on wMch the prevxous 
cycle began — tho system is cn an escalating- scale. Consequently the 
magnitude of the crisis at the end of each cycle also t ends.. ho be. more . 
and noro severe in an absolute sense. And tite deeper the crisis the 
greater is the onier of capital reorganisation required to restore the 
programjae cf accu.uaation. The transition from Competition to Monpoly 
Capital and the iritem.atior^lisation of capital, i-e-, hape^-alism, 
wo-aLd\o seen in this thecy as the ma^or phases of this reorganisation 

of capitra on an ever expanding scale. 

In is possible to arguo, and with some justification, that Jie 

, . . rr-h, oC Crisis just outlined is not very different from 

Overproduction Theory ox on vis j 

-,10=0,1 norlier That the two are really reior- 
the Boalisation Theory discussed earlier. 

■i-hrv-T-r at different levels of abstraction - one 
mulations of the s-ume t,Ae--iy at aiiioien 

Hi --f c'+-m''+nrf' and the other more general 
specific to the ncnpolistxc mrktt structure ana , 

■ 1 , .afTt r a 3 a the non-valorisation 

and with some difforenoea in emptoaxs. .o. after alx 

- in effect tho faxLnre of surplus 

of capital in f>,r~r~yivr.t,.on Theory Xa xn ell- 

roaUsation consopuent upon ins^'fiolent dexand In hcellsatxcn ^eoiy. 
Norortheless, I would r^intain that Orofproduction Theofy, P^cxsely 

V -tie -lot olrbcmtod in the context of the sKoific structure o 

becaiise xt. xs iiox 

... 1 i.iit ^t a mo-e abstract level Pjicompassing the entire 

monopoly capital but cit a m.-.c , 

“-oiism off a more useful point of departure 

historical domain o-h capioalisr , ^ 

hv, - t-^'-o^." of accumulation and .crisis specric 

for another ,t,peoxix--w txi-.j-./ , , ^ 

T-i-ir mix of a backward agrarian sectoi , 
m,, -T-i+h its own peculiar mix o 

Jjadian economy witii i-s ow p ^ -.u s-i- 

ail increasingly ollgcdioUstic industrial sector and the s a e c^^^ 

■h seotor:alll«. 3 -. 

. world capitalism- x ■y-o;;' 
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3- Capital 


ind the Eesimptior: 


of Acciffliulaticn 


It is not Ejr purpose here to attempt tills forrldabie task, 



i.e. build a new theory of accuumihiticri and crisis specific to the 





Indian economy. Suffice ft to say that the abstract over production 
theory, in stressing the direct causality betv/een the crisis of accu- 
mulation and the reorganisation of capital, offers a useftO. clue for 
exploring the prospects of grov/th and accumulation in tiie near future 
on the basis of the experience of crisis in the recent iiast. I would 
'offer the hypothesis that the period of stagnation — or structural 

3 / 

retrogression as it has sometimes be(3i called — — has also been a period 
of very substantial reorganisation of capital, of shifts in direction 
before a ne'w phase of accumulation can begin. 

Thd.s reorganisation of capital is probably still unden;ay and 
is going on at several levels., tAiat follows in tills section is 
largely an attempt to ofi'er a picture, however toTtative and tetchy, 
of these different levoILs of capital reorganisation and their impli- 
cations. The hypothesis being offered is only a working hypothesis 
and I am’ aware that the e’v’ldence I have to offer at this stage is 
piecemeal and inconclusive. I have drawn quite substantially upon 
the data put together by Dr.Saetty in liis work referred to earlier. 

His phenomenal as sanbly of facts, it seems to me, is the most compre- 
hensive 'body of data so far available on the question of ststgmticn. 

^ See , S, L .Sietty,' ■ Stitictuiv^l Retrogression in the Ind ian 'imonom.qt 
, - Economic v ' and 'Political Weekly, ■ Reprint, Bombay , 1 97S . 
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Ibis sa,v.e body of data offers, towerer, mny 
rtroctrtal rotrorressior. ie also a period of 


clU'SS ’ti'ia'b 


tbis period of 


substantial structural 


reorgax 


nisation prep< 


iratory 'to a new 


phase of accuraulataon. 


(a) CoBcentmnonJ^ 


•K • isQ r^nrection of caoital reorganisation 

Th« first and most obvious dxit-ctxo 

i, . CO of orisis is of oourse a rise ib the oentralisatiob aa 

; ; Ibis p_o„, origir^riy identified by 

“ rt^b^tly dcocented ir. tbe oase of f— oapita- 

Marx, was latei brxilia try „„„atitiye struoture 

^bbiriZtHo dovdopbent of ^ ^ 

._•+ ™.rHns are ta.kex- over oi x 

f\r^ InwPT l")TOt-i-n ^ 

V, , enlar-e their share or the 
ra+itnv0 firms are able uo onxa 

the most competitive , mone concentra- 

, of a crises, therefore, mrkets aie no^o 

sarhet. Att,iee..o _ .b,a sC the Iristoiy of growth, 

ted thsa/tbe boglmring or --woo or,....^ eoncehtrated 

i o proceeds, maxlobs 

booms ano QO, -r. . Correspondibg to this oonoentra- . 

leading to the emergence oi oligopo /. associated 

d .+ markets, of course, there xs xie 
tion witliin individual proou * ^ ^ 

, . af sa-ecate social capital leaamg tloe syst 

concentration .. -.o - that 

TV c-rital. -^1 is we-1 kno 

of monopox/ Cctpiuox competitive mecha- 

-hi-tic structures tare derelopeo, tnis comp 

once oli.,opol Par, 

rism ceases to work so smootaLy 

. f... are each too poweriri to be Sdueeied 

the reixiao-nxng frrr.i.b -c n -„rp-in of profit 

o ,, ,n.,+ results, is a dimim^ded xmrgin i 
competition arm aU U. t ^ ,«e, —0 

across the board ositnou„ ■ y ^ ^., 


. L J- 
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as one where further accociulatio-- sira 




e-:t nr. ncre 



excess capacity- 


capitalist economies this period of matu 


structures and the consequent stagnatio: 


of develooment when the economies werre al 


,ly industiia. 


lised. Till that stage was reached, the nor.ial ccrr-jctiti'/c mccltanism 


could work in response to a crisis ai'id industrial growtii could proceed 


along with the concentration of markets. tne lidian context this 
particular route of capital reorganisation was closed off at a very- 
early stage of industrialisation, the concentration having in some 


ense preceded the whole industrlalisati 


The stinicture of 


.on proces 


Indian monopoly capital as analysed in the 
lies Baquiry Coramission and the Industrial 


cf Ilamri, the tonopo- 


censing Policy Inquiry 


has been questioned 
■d -Sanyal. See 
iqIy and AcciamfLation 
viaJiarlal ilehru 


1.1/ Why this happened ^ is a complex question tied up v/itli t 
conjuncture in which India began to industrialise, i.e 
. strucWe of capital^ inherited from the colonial period 
situation of a late-comer nation in industrialisation, 
gxc^ dependence^' the relationship between the state a; 

S® one hand and largo capital on 
' , a_probleiii I do not wish to pursue here 

inoerestii:^ theory' touching on many of these issues, s. 

-^ Mofeholyical Peoe nd^^ and Grr>wth 











13 



ooncentration of market 


nown.— ^ m analysis of tlie 

ed industries based on the ILPIG report is presented 

s the estimates are, they are quite effective in con 
hew oligopoly had spread across a wide spectrum of 
.me of the ILPIG exercise. 


Conffliitte 

structu 


E pxcxux i; 

industries by th 


iMTTr.iiTTnW TO SELEGTED INDISTRIES 


r of Products Where 
Four Firms G ontrol 

Over 75% of 

Output 


Total 
Number of 
Products 


Group 


1 . Automobile & Allmed. inausT-nt 

2. Drugs & Pharmaceuticals 

3. Insecticides, Plastics & Plas 

4 ! Ajjealies and iaiiod Chenics 
5*. Acids. Fertiliser and other i 

6. Cellulose & Timber 

7 , Tools 

8, light Mechanical Engineering 

9. Instruments 

1 0. Industrial Machinery 

11. Dyes, Scplosives, Goke bypro 

nation products 

12. Alcohol & Organic Chemicals 

13 . Metallurgical Industries 
li.Kubbcr Manxofactures 

15 . Oil, Soaps, Paint & Food 

16. Mineral 3hdustiles_ 

17 . Heavy Chemical Higineerxng- 

18. Electrical Ehgineeidng 

19 . Leather Manufacture 

20. Paper Industries 




porate Pisyat 0 .,oscu 2 i., 


buse,!. BoJii>dy>; 





large a picture 


Notice that v;hat these stmie; 


of concentration that had already occurred by the 


time the crisis of the mid-Sixtxes set xn, therefore^ tne naturax response 
mechanism of capital reorganisation through further market concentration 
was no longer available unlike in the case of Western capitalist econo- 
mies at a comparative stage of industrialisation, I do not of course mean 
this in any absolute sense. Undoubtedly, concentration of markets and 
capital has gone on during the last fifteen years and this wotld probably 
show up when the relevant data is assembled, l^iat is aought to be empha- 
sisei is that since a high degree of concentration had already occurred as 
it were pranaturely, the Space available for capital to further reorganise 
along these lines was obviously limited. Since capital reorganisation at 
this level of market structures could not now serve as an adequate /means ' 
of response to tire crisis, capital was tlierefore forced to turn to- amther 
more fundamental and long gestating form of reorganisation before normal 
.growth could be resumed. 


Tho second level of capital reorganisation, and tlie one which 
seems to rae to be the main response of capital to the current crisis, 
is a transformation of the industrial structure. What the aggregate 
picture of slow growth, stagnation etc, conceals is considerable dynamism 


12/ It ••i&;;ihyVi.^'of tite arg^ent presented in this para, among other 
y ; ..reasons',-: tj»t .If that' a, -5-tilisation Theory of the Stiendl type 

'wep,- fpy.ii^defs'ter^ '-the- mechanism of accumrilation 
, ■ USA'etb,'- at /least 'upto a certain 

the best framework in which to 

.vii^ 'dAi^f^|ni.st^^^t'|3ii„bJ|i^C'att|;/t}ae.''posaibls- ’its resold- 
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in the ind’astric,.! ctruct-are of the system. It is certainly true that 
since the nia-six-Gies mo st industries grew at much slo'wer rates than 
duxinfr niie early import- substituting phase which ended by the first 
hslf of the sixties. But v/ithin the industrial structure some indus- 
tries liave grown much faster. than o;thers such that tl’ie structure of 
industries we have today is quite different in terms of relative weights 
compared to that wrich obtained sorae twenty years ago. 

As a first clue to this transformation it is instructive to look 
at, the rate of investment. It is often argued tlmt in view of the 
differential rates of price changes and the volatility of the inventory 
component of investment which absorbs the first shocks of changes in 

demand conditions, estimates of aggregate net capital foniation at 

t — '.i-'fin-i-ncrfuT In Table 2 we have reproduced 
current places arc nci.- very 'n^aningiui. 

Shetty' s estimte of Net Hoced A.sot Formation as a percentage of Net 
Domestio Product, measured at constant prices, during the sixties. It 
»ill be noticed tirat by this estterte the rate of real investment 
appears to have been rasailcably stable over a period during which the 
rate of growth of output feU very sharply tmn, the pealr rates of the 
early sixties to tho low rates since the mid sixties. less conserva- 
tive estimtos of the ir^os^ent rate for recent years show that 

, +n bp nuite-high wlh.le output growth 

the investiaent rate lias tended q. . 

has continued to be slow. Generally «re inpllbit rise in the ineramen- 

tal capita rbutput ratidhas be^attributsd to increasing inefficion- 

cies in syBt»iaower; AA,«:b«e^^ 

bon n» inveAsent preiedA»^y^>il«= 

be rocogrdsi 




gonuiii© cliangG in ilio composition 
of more capital intensiire industiiei 

tions of this tendency later. 


‘.’•dt ir. favoiir 


( ferket Pric 


rerccnfctige 


1 960— 6l 

1 961 - 62 

1962- 63 

1963- 64 

1964- 65 

1965- 66 

1966- 67 

1967- 68 


Source; S.L. 

Scon 


1 tconom 


-**-.*^^ eanxmtes of annual cornpound mtos of growth 

ional groups of industries for different sub-periods bet- 
and 1973 reproduced irx Table 3. It will be evident that : 
-n the years 1966-68 basic industries and capital goods industiios 
faster than consumer goods as a whole. Within consumer gods,: 

j ^®ai3ily,,by i^poy 
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Jirm'-jl Ccip.QO'und liates of Growth of Ma-ior Industrial. 
Grcur)S in the Index of Industrial Production 


Anntial Compound Fates of Growth 


y urrour 


1 . Basic Indus ti’d'cs 

2. Capi'tal Goods -Industries 

3. Intorriiodiato Goods 
L. Gonsumoi' Goods 


(a; OonsiEior "urablos 
(b) Gensumer Non-duiabl 


if Ind.iap Jiiconoiir/^anj 
Planning' Commission 


Source : Stiriius in. the ,„Sbjia 
FI o nning for Devclo' 

table 9- 


distorted by the atypical performance of individual industries with a 
largo weightago witliin the major functional groups. A more detailed 
industry-wise table given in the Appendix shows that within Basic 
Industries old industrios lihe iron & steal and mining &^qmrrying 
which have large weights have' done very badly. ■ By contrast, electri- 
city geneiation and some rclaUvely new industries' like heavy 
chemicals, fertilisers ahd aluminum have .grown much faster. If the 

-i Ties like' and mining & q 



were kept out Basic Industrie: 
auch faster. .. Ssactly the sas: 
Capital Goods sector which 


vc"aic‘ 


in the 


has 


ciuch hi/rher 


16 .Peculiar 


ttributable 


wnicn navo done vei>r badly 

• compared to tde. „t.o. t„ ttts 

the groop in te™o of weighting. In short older and therefore much 

larger Mnotiioe seen to have grown very slowly and K 

■ dominates the picture of ao-ar>P-fn+ 

oo %atu pe.:fon:iancG in tl.o iiianufacturing 

sector. In contzust tlie clisa<^c.rerativ-t v 

o-o 0-- Vt, picti, ; shov/s a largo number, _ 

of relabively new industries i/hoso •’^el 'stnir- ,r • i 4 

2 Ola live weights are still low but 

which have been growin,-^ i,Tach .r,- h--,-. v,. . 

pp,3Q 'pq mainly industries 

oonoentrated in oho^cal, ^ohine huildi„g and olootrioal goods 
sector. This includes dootrical appliances, cor..:.loation eguip„ont, 
motor cycle eto. classified under consumer goods 


ir performance 


^ os of old arid new industrios which 
disaggregated level are already beginning to 
. the aggregative level, iteproduced here ir 
dghting pattern of the major fuiactional groups 

of; zindus trial production. IMle bhe sliare^l' 

from 4 . 71 ^ ^ 





r Industrial Groups iji 


ifridustrial Production 


26,84 


Industilas 4. 71 


30.89 31.03 27.83 


Gonsmer Goods 


(b) Consumer Non-durables 


table 8 


substantially from 22,63!^ bo 36.14^ over the same pexioa. In contiast 
the share of consumer goods has come down drastically from ^,yi% to 
27.83^, Within consuiaer goods the share of durables has fallen from 
9 60^ tn 1c6n tn 2.78^ in 1S76. That of non-durables came down from 


31.97^ in i960 to 25.19$ in 1976. The share of intermediate goods 
industries also lias come down from about' 25$ in 1 956 to jnst under 
20$ in 1976. But v;g have seen already , t^t bhib -rs largely due bo tli( 
slow growth of just two xndust'ries^, i.©v*Jnt©''manirfaobii^^ and cotton 
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What bears emphasis, is that .wiiiXe -Uie average' amml growth 
of b'V’c.igJL^ ecp&cMny oai^ 


industrial capital seems to be detaclting itself from the primary 
sector, particularly agriculture , in its. backimri linkages. To the 
extent that it succeeds in doing this, the slow growth of that sector 
will cease to act as a drag on manufacturing growth on the supply 
side. 


lii) However, in another sense a reverse process is also in the nalcing. 
By their very nature tho now industries are energy intensive. As such 
the energy coefficient of manufacturing will continue to go rp as the 
new industrial structure gradually establishes itself. VJhatever the 
Eiannor in which tlie encrgjr is consumed, so long as we continue to deperd 
on fossil fuels like coal and petroleum the supply of these primary 
sector products will appear more and more as basic physical constraints 
to the accumultion of industrial capital, iilready today power shortage 
has become chronic in several States in the country and it is no coin- 
cidonce tiia-t industrialists lopeatcdly point to the coal -railway- 
electricity complex as the source of tlieir problems. It is simply 
a roadblock which capital is actually experiencing in its attempt to 
transform the industrial structure. , 


iv) A fouiiih characteristic of the emerging industrial structure, 
already noted earlier, is the shift to capital-intensive industries and 
to more -capital-intensive techniques within industries.. This entails 
at the same time a decline in the labour component in manufacturing 
industry. The sluggishness of employment . grow'-fch, has been widely ' • ’ ' ; ■ 

noted. What 
ro^te 
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w oni .7 ^.5^ in 1S66-77, 

manufacturing sector from 6 . 75 ^ to a, 
periods (see Shetty op.cit, table 2 ^ 
a^etty in Ms analysis of structuml 
continue even when the overall 




power is 


likoly to find 
point we shall return t( 


*s Way to 


- capitM re-organisation, the 
-ss d upend Qr.t on the level of 
omand for mss mne- 3 . 


..-v^a-Dion of capital will h 
consumption demand - ospecial 

A3 acted in tie preceding para, 
IS unlikely to create much oiu’c 
consumers. However this is uni 
gramme very much since it would 
a largo ostont from the market f 
consumption goods in the final a 
sJ-^cady come down substantially ; 
is the new industrial structure ^ 


ornoriTin, 


powe: 


ccumiilatioii pit)- 


^otUTXxm 


ontinue 









23 



rete processing, fabrication and 


, provided Cost efficient production levels 


a nixjber of advantages 


production to snail ancilliary units while itself mdertakitig only 
soine strategic stages of production such as the final assembly. Princi- 
pally, these advantages would relate to: (i) Savings in capital 
equipment, inventories and, working capital ii^jstream in the production 
process, (ii) The elimination of a whole range of problems in personnel 
management and industrial relations which arise typically in large 
organisations where workers can iraify in large trade unions and enhance 
their bargaining positions vis-a-vis management, where protective 
factory and labour legislation apply, etc. (iii) The use of the 
ancilliarios as shock absorbers with the brunt of the impact of market 
fluctriations being passed on to then. Civ). Having ' them compete with 
each other for the orders as well as assistance from the apex firm so 


s to ensure minimum costs. Not being saddled with large overheads. 


and also being beyond the coverage of various protective industrial 
labour laws, tlie snail ancilliary units are often able to operate with 


For these reasons it is believed that capital in the large 
scale organised sector is increasingly, Hralon^ to small units 

for ancilliary production. This ■marks a '.major- qualitative phange in 
the 'whole character of small Scale' '-in fedia from the .tradi. 
tinnsT - fr,rma-nf t ridfinnndmt, Satellite 






words £ tendency 


units producing for large fire 


towards the development of a new kind of c.ue.lispi 


cture where an organised sector of large 


employment, high wages, high productivit 


or even eraploying mainly fardly labour, and ver;/ low r.icrk-ups over cost 


intensity or low productivity. Though this niay be the 


both may be ejected to rise with careful teciinical and financial 


There are of course some clear technological limits to tiiese 


trends. Technologies requiring large units or those which have little 
scope for breaking up the production process into discrete stages 
would rule out ancilliaiisation or the kind of monopsonistic structure 
of intermediate markets desciioed above. There is however another fom 
in which large coiporate capital oan exercise control over small 
production in general — and tliis is by taking over the maiking fun- 
ction or distribution of the product witiiout getting involved isi 
production at all. Typically small scai^e pipducfors find it difficult 
to undertake their cwn-narkoting and generally tend to leave tiie 
other a.gents. Systematic data is not available. But 
tlie d^^ta given in table 5, pertaining to the Agm region, shows for 


■esh;-th(.i.t capital intensity 
See , ,J . C , Sandesaia - Size,, 
■ Bombay University 


v*'-- ■■ 
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Total Sales 
■ra liegion 


Siiarfl of Distributor Sales, 
'Ap-ql R Inriristries in the Ag 


Distributor 
Sales {%) 


p3,p8r SIICa filXlw piOl.uCuo 

Scientific instruiiienis and c 
i^ricixl-tural implements 
Steel Purniturs 
Leather and rubber prod.ucts 
Glasa-/are and pottery- 
radios and transistors 


8 . Leadymde garmi 

9. Plastic produc 

10. Miscellaneous 


for all Industrie 


S.F. Ffci-thur - Economics ox gj 

Sundeep Prakasiian, New Delhi, 


instance that nearly 70$ of the maiketing xs K 
If this mricetlt* function in specific small s. 

t ‘h'^r 1£LX‘S!’6 i'fc 


their 







matic evidence is not easily available, 
since the mid-sixties which is the rele- 


There are however some fragments of 
kind of reorganisation we have discu: 


to a rapid growth of small scale in: 


states for instance 


■'Since 1S65, there has been an even more s 
in the investment, employment, output and 
national income made by the small scale 3 
about 50 per cent of the total factoiy la 
it is peri,incnt to point that the small i 
an increasingly larger aiiare of the ancil, 
large industry.” 15 / 


Similarly, estimates given by a sttxly of small industry in fa j istlian 
reproduced here in table 6, show that growth, of tile irjmber of small 
scale indTjetries registered with the directorate of industries in 
that State fall drastically througliout the sixties but had again 
started rising very^ sharply by the early seventies. 


See, 'Earn ■ K, . Vepa. r %i 
cations, ' Deajk, ’ 1 <yf\ 


gtalism xn.', 
■tive Devalo] 


preseiitad, to ‘tbs-.'Biisiii. .Onnf*. 
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Period ^Change 

(Ann-ual Aveia-ge) 


No. of 
IPiits 


1956-61 


Source: H.S.Pareek -Huancing.^^ 

pSna Bcoaomy. National Putlishar..,: Delhi, 1978, table ^.4- 

Finally we have an interesting table in Shetty’ s earlier cited 
work, which gives tho q.uality coiaposition of cotton cloth production 
at different points of time. It will be noticed tlmt the production 
of mill-made cotton cloth has bem delcining absolutely right from , 
the mid-fifties while its quality composition has also not changed 
.much, coarse and lower medium varieties still accounting for about 43^ 
of output. On the othei/baSdloom and powerloom production outside the 
organised mill sector has increased nearly 2.5 times over the same 
period . Gonsequently in, the , cotton, cloth, production industry as a 
whole the unorgohieed sector which acpcunted for roughly 25.5% of 

. . . ..r.rL ^mibied its share to 51.1^ 6y 1976. 


■I 



,cri ezriecte 


is establishing itseli- where the simill scale sector is not only jrrowin; 
alongside the so called organised sector hut is in fact getting orga- 
nically linked to the latter either in terns of rj ct',al ancillia.T^satioi 
or through the take-over of the niarketing function as irajor opeiations 


production structure, is 


snoral phenomenon — and quit. 


iifJall industi'io 


nisTorical comparisons are always fraught with the danger of 

mechanically projecting the experience of, one historical conjuncture 

across time and space to another conjuncture witl'iout adequately 

nising the specific differences between th© two. Especially in the 

cocpailng Japan’ s industrialisation experience with our own it 

has often been pointed out that during forty years or so at a veiy cruc: 

stage of xts ind^tiialisation Japan was an imperial power while .India' 
is not, 
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Production 


(ndlllion metres ) 


Of which 
coarse & 
lower 
medium 
cloth 
production 
( 2 ) 


Total j %share of 

cloth I unorganis 

•prodU“ I sector 

ction I 

Lh Z(3 y(4f 


Handloom ! 
and power- I 
loom I 
pipductionj 


Year 


Source: S.L.Shetty - op.cit, table 12 
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LtJB'ate in teclmoXogical choices, manu- 
beWeen .2nSa* s early Indus traalisation 
I, se? Sadipti?' Mundle - 'i-.v ’ 


17/ For soRie 


.1 r ^ ^ * , w 

A. f enta-tAve O offl.r^rxsoa 91. 


what JapciT- gained ir. terms of saw materials and markets in' feiwan, 

Korea and ^fenGil^Jia,, India in any case has within her own natioml 
economy given the fact that we are not a small island economy. What 
i s more ta/point , it seems to me , is the particular- ooenomio structure , 
India inherited from her long Colonial past — a legacy which Japan 
never had to grapple with in her drive to industrial maturity. 

I do not see, however, why tl'ds particular difference in the 
initial conditions of indi;istrialisation should render xllegitiraate 
the particular comparison I have in mind,* namely the emergence of a 
dualisbic structure of tho kind discussed here in the organisation of 
industrial production. There is some evidence to indicate that there 
is a disdnct contrast here. As I have suggested above, this particu- 
lar form of capital reorganisation is a relatively recent phenomenon 
in India. It is a strategy tiat capital has not systenatically employed 
before, m contrast the case of str.h dualistio structures of production 
and technology have been very much a part of the Japanese industrialisation 
experience, as also tho role of trading houses whioh developed and oon- 
trolled vddespread distribution neh<orks, botii mthin and outside the , 
Japanese economy, from the very beginndng.l^^ The cost advantages 
inherent in these praduction, and marketing structures and their impH- 
oations for Japan, industrialisation a. sventral penetration of hig.y 

. . ^ T moT^ro+q is too well known to require further 
competitive international markets xs too wexx iw ■ ^ _ ■ ■ . , . , • 



the third level of capital-'- i?ecrgar I s?.t 

crisis of acc'uiiiula'bion. the ouasticn 


ctiii current 
posed as i 


wha.t are its implications in terms 
both internally and in the -contaut 


*cmic cunjunetuiB 


*0 intcixiticml econ 


lew,,, leQhnd.ques and Work heor 


I have tried to sketch above what suem tr rm- i-. ^ xi 

i 4 . mu to lu '5 tlie tJiree main 

of capital reorpc,isation undorlyin,, tl« phcaomanon of 

criaia or retrogresaion. Bo addition to thoao ti.cro la also a foam 
larel at which capital ia reorganising itself and that is the le„al „« 
in individual units of production ooth in the Inrrfr. ■ a, 

aocter aa well as witlom the ao-caned ^or^: 'sod or a„ll scale 

sector Which ia organically linked to it. Tide la the lawol at which 

new techniques are iiitrodncec- , Mr' 

production pa^oeaaes there cones the reorganicaUon of the labour 

itself. A movQHent aimed, directlv at r^ie’-irirr v, 4 . 

■ ' . ^ ^raising not only the productivity 

of labour but ’also the share of the surplus end henoe the rate of 
P«at. -There is no attept to either analyse or doou«nt this lerel . 

here, laigeiy because the present author 
,||ca the-teohnioal oc^peteno; necessary to seriously observe and 

„,,Wl^se tjiese processes.,. Processes whiVK -u 

■■ , ^■‘°°®sses which are best understood by the ! 

fflana’-gers, technicians and above alT fho tt 1 • ' ■ ' 

: ' . / ■ i'J’ork 3 ng men who directly ' ^ > 

experience thies'© -,brocQssft.<4^Wcnrr«va.i, .. *, 


nth tl'.c trar.sfoitration of 


.^,,W€Q,1’. kndwh 
See 


plc that combs to 
d >ir;noDc-lv C^uital : 
1; Monthly Jlevicw 
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The burden of the entir© .. argument -off'ox'od in. this .s-sotion is to 
suggest that the current crisis of accunulation must be read not only m 
a period of stagnation or retrogression but also a phase of substan- 
tial capital reorganisation. Iteorganisation at -various levels, espe- 


,he transformation of the industrial structure, which capital 


is carrying through before it can resurae a normal programme of accu- 
mulation. In particulp.r the period should not be read as some sort 


of permanent crisis, dead end or prelude to a breakdown of the syst^ 
of capital production which is how it has been read 'in some fomrO-ations 


deriving f irmi idealisation Theory - in partiovilar the underconsumptionist 


It is entirely a differcait matter tliat 


variants of that theory 


the resumption of normal accuiuulation will liave no tiling much to offer 


the overwhelming majority of Indi-ins who lack the means to live like 


normal h-uman beings. Tlia-b is not the concern of capital 


Perhaps one could extend this to an analysis of the developed 
"" capitalist countries as well and ai-gue that in es-tablisliing an( 
focussing entirely on the causality betv/een -the development of 
oligopolistic market structures and stagnation Realisa-fcion Thee 
has'^f ailed to grasp the many other levels at which capital can 
uianouver and reorganise itself. Steindl' s shift of_ec^tesis, 
in Kalecki's work, on the role of technical progress is ^instru- 
ctive; as also the current optimism of the Post-Eeynesian 
tradition (see the lEferonces in footnotes 4 and 5 above). 



concem OI capital is capital itself and the pros- 
pects of Its own expansion. It is only from this particular point of 
vi®/ that capital is ever interested — or rather conpelled — to 
consider the conditions of existence of tiie lari?e rsass nT 


uiiao lAx uie extent tne low purciiasing power of the 
consuming population acts as a barrier to the self -expansion of capit 
the latter is concerned with questions of poverty, inequality etc. 
This I believe is the core of the under-consuEiptionist argument that 
inequalities in income distribution and poverty of people obstructs 
the programme of accumulation. It is true that the over production 
of capital in relation to tlie size of the surplus manifest^al^ln^oveJ 
production of commodities, including consumer goods, in relation to 
the size of the market, but the market is not only a market for con- 
sumption goods. It is also a market for the means of production, 
ind in reorganising- and expanding itself capital also expands the 
size of the narket. The limitation of the market is only a passive 
manifestation in the sphere of circulation of crisis which invariahLy 
have their origin in the sphere of production. It appears and vanishei 
with the appearance and resolution of the latter. The demand for con- 
sumption goods is therefore a problan by itself only in so far as 
proc.uction of constant capital in department I requires labour which 
must be sustained by the consumer goods produced in Departaaent II* , 
This ^;^eqi4fss^ , the main bf^.wrtaih material and value balances, 
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xictxon t. 


This apart the, size of the market for-oonsmer goods, or the pur- 


by now a well established fact of history that as accumu- 


lation proceeds a smaller and smaller proportion of output is made up of 
the items of consumption and capital increasingly detaches itself from 


the market for consumer goods. As we have seen in the proceeding 
section, this is also one of the principal- characteristics of capital 


So the well being of the people is not the concern of capital. 

But for people themselves it is very much the conoem. And while our 
analysis may lead us to see that grovrtih and the accumulation of capital 
wHl resume once capital has adequat^y reorganised itself , the really 
important question to be answered is how this resmed accumulation 
will affect the material' conditioiis of idle people. As we iiave suggested 
from the outsrt, it is not likely to make much of a difference. By its 
very nature the manner of reorganisation that' capital is undertaking 
is unlikely to generate much employment. Our- earlier evidence has indi- 
cated that there is not only a shift away from labour intensive to- 
less labour intensive techniques of production, . as is generally the 
case in all technical change outside agriculture, but ^so a shift 
away from whole branches of production which are’ labour intensive to 
those which are less laboxor intensive. -'As such- even whm the accumulation 
of capital is' revived, this.ia not likely .-tp.'.either .generate mpch ^e^xloy- 
ment‘ or place much more-pq.rtihasi,i^ power in^i3a©' 1 



i’z i'on 


within the sector, 


IWhile there is the reminiiij seTO.l,;- .e.j.t er ,ee of o-or 
population »ho nahe their Uvellhooa out of ,.;;r:oui:.,.re on-; om 
to continue to do so. All tivtt ue Invo ati.- so C-,r d-af. -upita reor.. 
Sanisaiioh and reauued ancnnulatlcn in industr;,- is tooroforo, fron t;* 
point of n® of this seventy per cent, quite irrelOT-nt. And at its 
roots the question of natarial „eu Peins of t;,o larqe najcrity of 

IS really tno agrarian question. It is jjossible tiat eventually 

agriciilture itself will be industria] i'?ed ''r'''m+ it- f „ ■ -ix 

cij-xoea. u.iat xc to say, agncultunal 

rpnses — whatior large capitalist fans or hull po.as.Tnt faras- 

may become highly productive and techndogioaUy .controll ed- units 

of production fully integrated uithin c vast in-u- .. i 

c- in. nsi^i'xal orgriniGiii^ 

much liie the anoilliary manufact,uing units of tciay or the plantetions, 

aany of tlie presmtly industrialised countries t-iis industrialisation 

of agriculture has already occurred. But in lirtif +’t 

ut xn iiirtia tiaa xs a prospect— 

if it is a praspect at all- of , 

s tiire. No such transfomation is 

forseeable in «ue near future „i«^n this system. So far as, hue next 
decade or i>,o is conoeraed, therefore, it seems pradent toba.co our ' 
expectations on trends observe i„ the recent past. ' , i' 


be, much altered by the growth of 
^;,ye''^-7e tried to indicate OtfLisu 
h aye- lilceiy^ to grow s-iost xxv;irLlr 
S'”.' are 'not like the t3:a.ditioral sriali 
in lotion to means of pm- 


;i;abb5ir 



be ejctended once the entire available area has been colonxsed. Nor 
^ii-be ssjaufacturoi like the means ot produetioa in indUStrjr. 

The question of the material. well-being of the agrarian population' 
is tims, pxincipall,y. a question- of tlio distribution of land. It can 
be argued here tliat wiiiie the mass of land available cannot be extended 
its prodixjtiveness can be increased which, analytically r would amount 
to muEli -tba soma -tiling for o™:- pm-pose. While this is true, it must 
be recognised that 'the pace at which 'this prcd-uCtiveness can be raised 
is excruciatingly slow conpaied to tile possibilities in mnpfaotunng 
industry, According to one estimate, for instance, the trend rate of 
g„wth of crop production in India since 1S50-51 has been only of -Uie 
order of 2.6? per annum. ind- this is by no means a low rate of. grow* 

a- in com,nrf.son with known international^ standards. 


■anoe a part of -.his gro.ith in crop pr-oduotlon has come out or 
increases . in acreage, the rate of grwth of land produotirity itself 
is still lower though, admittedly, this has accounted for a relatwely 
larger oomponsr.t of growth in recent years than in the earlier years 


and Prcspects cf Grcp. Prcduction 
Vleeklv, Special Number Auguat 
I discussion about what was 
it has declined in recent yea-’s 
as the trend rate of gr^fth sine 
which" out of a number of possibl 
3 fit. , ^md'the high coefficient^ 
as an adequate criterion for ciox 
V between Z% per annum to 3^ pe- 
ame dispute as to whether 
alien the important poinb is - - 
X risen “ the Green 0 /oIt; 




this slow growth of land procu; 


noted from table 


.nsti 


cultural ) area operatec 
'5 954-‘-55 to 366 million 
'197C~71 , the number of 


million liouseholds over t 


Thus, even after 


gnificantly in; relation to 


it is the distribution of land vji'iic 


living of the large luass of people in the h 


Inforoiation on the di 


by size groups 


The ruial (agilciiltural) populatic 
lation are based on S. i'iundle - Si 
illied Publishers, Hew Delitl, fori 
to me by Professor Vaidyanatlian ti 
landholding data • is liJcely to und? 
the total , operated area as per NSi 
But since ,tliG same data soiirce is 
direction of change indicated hoTv 
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based on KSS landho' 


The extreme inequality of the di 
will be obvious straightaway fro: 


bution of area opei^ted 


(columns 7 to 10). Thu: 


of households 


holds at the other end of 


total area 


%at is important to not: 


size Classes over tlie twenty five year perio 
share oi holdings of size less than 2.5 acre 
as much as 72.21^ followed bv h-i-iv,:,. . 4 .-' 

less than 7.5 acres which raised their share 
the : next higher Vsi ze / groups : of ^ 7 

sliare by only 1 0.8^. Finally : ; the siiare of 1 
acres or more d^srea^ by 27,0%. There seer 
a marked shift of the distributtion away from 
operational units in favour of smaller .units, 
share of total operated area being inversely 
of operational holdings. 


■o have been tlierefore 





This inverse rela^tionsliip becomes very clear when t^re look "at 

changes in tiie number of bouselaolds or total, operated ai-ea within each 
size class. Once again we find that there has been a masiman-ii^rease 
in the number of households, operating, holdings of less than 2,5 acres, 
particularly hoiangs of the sire of 1.0 to 2.49 acres (cole.1 to col.3) 
Itiis is followed by a substantial though relatively smaller increase 
of households operati-ug holdings of sise 2.5 to loss than 5 acres, 
a still smaller increase in households operating holdings of beowean 
5 to less than 10 acres and so on till we reach households operating 
holdings of sise 15 acres or more. Die number of households in this 
sise class aotially declined from 5.5 million in 1554-55 to 4.5 million 
households in 1971-72. The pattern of increase (decrease) in total 
operated area In different sise classes follows an identical pattern. 
(Cols. 4 to 6). The area operated in each except the highest sise 
class has grown wnilo the proportion of increase seems to be inversely 
related to the sise class. These increases have come -partly out of the 
decrease in area under the largest sise class - a decrease of 36.6 . 
million acres - and partly out of an increase of 30 million acres 

in total operated area. 

The basic dynamic of the situation, therefore, seems to be quite 
clear. With the increasing pressure of population on land a growing 
mass of rural households are being forced to operate on progressively 
smaller plots of land. This has some serious, if obvious, implications 
not only for the material conditions of the self-oultivating pcaount 
households but also for «re levels of iinw'df rural or agricultural ' 
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labour houseiaoLdi 


their dwinc31ing income from ov/n 


ting unit, the greater is the de; 


■n outside 


of households, about 22 million o: 


ment offered by others 


households and households oporati: 


on employnent offered by others 


On the other hand there is a glowing number 


'portion, of house- 


holds who must offer tiiemselves parti' 


employment. The implications of this si tit 


is frighteningly obvious 


It xs captured, though only partly, in the sstimtes of uage 
earners from rural labour Iteuseholds based on the First and Second 
Kuial labour Ehquiries presented in Table 9. I say partly because 
we have hpre only the estimates corresponding to those households , 
wixos e gain, , source bf income is from labour. There would be in 










'i’ liCDur but 


3cr.c 


addition, to this a sizeable grcr.: 
is not represented here because th 
main source of income may be ov.’n-cului'^’uui::-. u' 
other than labour. 

Even this partial evider.cc ht-u-c.-^r ir; c.-u'-l ".i —i,;, 

tale. In the ten years betwean 1c.6i-65 unr: 1S7.>Vi,, uotnl nuater 
^ of ^ wage earners from’ rural labour hoi:schc2.-uu 'ra-.,, i..:u--;uc.d ry ever 
"34^, But among those the nur.:bcr ci './c::..:-; ’.-ago or, ru -rew r.urh 




.’astest of 


faster than men wage earners and. child labo’C 

all. In view of the arguments presented crrlirr, ir ohcul;.- oe obvious 

that these growing ziumbers do not roflc:t by rovr buo'.nnt 

demand situation trith employers i-uinrin,;: after l-.r; lorr ir. tio wake 

01 a booming growth of agricultuipj output, ‘.he ..i.. at ion is in 

fact quite the reverse. Hie rV- ^ , 

— io: agiMCtiLr,.-,:,.-:,,:,. .laoour laay liav© 

actually stagnated or ev.an , On x'::q cS.'.xt -and, ■-ovjb'^e to 

Subsist any more on their shrirl'ino- vrn'-h-. -..v-- t j 

univD L... .uEur me large riass of 

peasant households are now beinv fnrr.o,^i c ^ .... 

“joj-nj, lorceu ...o Sena .out xn increasing 

nunbers not only the men but ulso tie Homon ano .ehiioren to got eirh 

employment as they con and to oomeho., eke out , Uvinn, .W ..,nile 

the number of wage earners is inerp-tHno- fw- - n. - 

o vio XD inca. easing, tne nu’nosr of oays oi 

employment per head is probably dlrainishlng. 

Our Intoipretation of the rural sitetlon as one of extreiae 

' -—is easily cozifirmed by such 
lining of the rural poor. On ’ ' ; 
on a consumption level of h.s.l 5 pel’ head ' i 





subsisting at or below this level It slioii 
hexe 

level in quiestion/is reaXLy a level bordering on 


If the riiial population below that level means trell 


the basic causality be'bween a deteriorating land 


land, which has been outlined here would probably 


tive analysis. It should be inmiedia 


siseci that wiiat has been said here is not offered 


ystem as such. I have only -underlined what 


of this systaa. And it needs 


bution of land perhaps ought not to be forced into the framework 


of a theory built primarily to analyse the system of capital accumu- 
lation in industry. Both systems conform to the general laws of 

and their movements are certainly inter- related, 
historical developmeri^ But their specific djaiaraics are quite diffe; 


- Rural Poverty and Agricultural Performance in 
,1 of Development Stpidies. April 197S. 


2^ M.S.ihluwa,lii 
India, JoiuTi 
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TOV;-hRDS a MICRO-LEVEL THEORY OF RURAL UNDERDEVELOPMENT AND 
DSVELCPMiENT ; A REVIEW OF THEORETICAL 
PERCEPTIONS IN THE INDIAN CONTEXT 

M.V. Nadkarni 

Whenever we think of development theory, many of us usually 
tend to soar into the sky and take a bird's eye-view of the 
economy as a whole, condescending at best to take a view at the 
sectoral and inter-sectoral level. This certainly has some 
advantage in so far as it can offer a hilistic perspective and 
offer certain insights into processes and relations involved in 
economic development, not otherwise obtained. However, theoreti- 
cal generalisations based on such a view are more likely to be 
ethereal than real, unless the 'bird* comes down and atleast 
perches on a tree to check whether what looked like a green field 
of standing crop is in fact so or simply a field full of parthenium 
vreed. Unlike birds in nature, many of our kind of 'birds' , however, 
are content only with a "bird's eye-view" which unfortunately is 
not compensated by the existence of others content only with what 
may be called a "snail's eye-view". Birds which live essentially 
on the earth and yet soar into the sky occasionally to have a total 
perspective are indeed a rare breed in social sciences. 

It would appear that such a state of affairs is due to the 
heavy weight of the neoclassical approach, on m.ost of us. ihis 
approach as captured in, most of our text books draws a neat : ■ ; 

distinction between micro and macro theories, .relegating the 
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whole question of growth and development to macro economics. But 
can there be no micro view of the process of development and under- 
development? How .does the process work at the micro level - at the 
level of households, villages and small regions with all their 
diversity, as distinct from the aggregate level? A micro theory of 
development, which can help us in understanding ths micro level 
processes, has to be organically related to and consistent with 
its macro counterpart. A micro theory, growing like a wolf boy 
isolated from a macro perspective and from its real surroundings, 
can only be as useful as the wolf boy whatever its logical rigour. 
When we speak of micro theory, we do not think of such a wolf boy. 

In this sense, there can be no pure or exclusively micro theory. 

There is no dearth of studies at the farm and household level 
particularly in rural areas, mostly inspired by the neoclassical 
micro theory. Farm management studies have dominated agricultural 
economic research for quite some time, as also the supply response 
studies. These studies, however, are hardly integrated with a 
theory of development as such, and do not provide insights into 
problems of poverty and underdevelopment in rural India* Following 
Schultz, one can claim that there can be a * development * view 
derived from such micro— studies ^ that basically Indian agri- 
culture is efficisnt in terms of decision-making and allocation 
of resources as shown by most of these studies? and that, therefore, 


'’As V.M. Rao says, “It is curious to note the absence of a 
eeting point between rural India and economic theory at an inter- 
ediate level above the farm and below the economy”. See his 
Economic Theory - A Rational Framework for Rural India", Econom i c 
imes, 1 October 1979. 
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lack of an economic theory of the village, a theory viewing the 
village as a community of people and bringing together in a coherent 
framework the crucial and systematic components of economic inter- 
action occurring within and between villages* This would explain 
why we do not yet have an adequate understanding of rural under- 
de \/c:lopmsnt ana poverty. A theory is not a matter of mere academic 
interest. The question of strategy of development is directly linked 
with it. If vre have no theoretical perception of rural situations, 
we can have no proper strategy either. V/e have, however, a few 
theoretical perceptiions, though taking each of them by itself could 
hardly give us a general theory of rural underdevelopment. Some of 
them are macro in character without a corresponding micro per- 
spective. It would be useful to review them here so that their 
contributions as well as their limitations can be understood and 
scope for further work identified. 

Lipton’s 'Urban Bias* theory^ takes an 'overall* view and 
cannot be considered as a micro level theory. His attack on the 
attempts of industrialisation in the Third World as reflecting 
Urban Bias and project the whole problem as urban-rural conflict 
leading to rural poverty, would look rather simplistic if not moti- 
vated, Economic development has involved an expansion of secondary 
and tertiary sectors and relatively less investment in agriculture, 
but this has also progressively absorbed rural workforce increasing 
the incomes and per capita productivity of people remaining in 


V.M. Rao, op . cit . 

A 

Michael Lipton, Why Poor People Stay Poo: 
i Development, London, Temple Smith, 1977. 


.as in 




agriculture. The type of industrialisation that took place 
in underdeveloped countries, however, did not produce this result 
We have to probe into the factors behind this and correct them, 


rather than decry industrialisation per se in the Third World while 
letting the already industrialised countries have all the advantage 
of their dominant position. The more important limitation of 
'Urban Bias' theory is that causation is exclusively external and 


there is nothing in the nature of rural society or the village 
which could determine its development or underdevelopment. That 


the gains of even agrioultural development need not reach the poor 

and they could be spent on non-productive activities, are possibili 
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ties which do not bother this theorj'-. It is this lack of a micro 
level perception which makes this theory unconvincing and incapable 
of offering insights into the process of rural underdevelopment or 


development 


The perception of 'Dependency Theory' is much wider and deeper, 
Wxhich takes a critical look at the way capitalism operates in the 
underdeveloped countries. It is an important landmark in the history 
of post-Lenin Marxian thought, treating capitalism as an integrated 
world level system subordinating all other systems to itself, with 
the exception of a socialist state which alone can resist capitalist 
penetration. The theory can be applied even in a context where 
overt colonial exploitation of a country by an outside power does 
not take place, and the 'native' metropolis takes the place of 
'overseas' metropolis. The theory has been applied in the Indian 


Review Article on ; 
Vol.6(2), January 1979 


I 


.6 7 

context both at theoretical and empirical' levels. Rural under- 


development, in this view, is a counterpart process of metropolitan 


development and has to be distinguished from lack of development 


IS such. Development is a suction process of drawing out resources 


from rural areas for the enrichment of urban, particularly, metro- 


politan areas; this explains continuing rural poverty. The process 


arises from the asymmetrical relationship between the hinterland and 


the centres; they are not equal partners either in commodity flows 


or terms of exchange. If a few villages or towns develop into 
cities, it is because they have the potential of acting as engines 


of suction. Their own development is the reward they get for this 


"edistributive role. Commercialisation or world capitalism can find 


its agents-human, institutional or spatial, and the development of 


these agents cannot be equated with overall development. What takes 
place in rural areas is essentially the process of underdevelopment 


and daprivatlon. 


Though ideological thrusts of ’Urban Bias' and 'Dependency' 


;heories are different, there is a significant meeting ground 


of rural areas (periphery, hinterland etc.) by urban areas 
(centres, metropolis etc, ), and both suffer from certain common 


^See for example, Boudhayan Chattopadhyay and Moonis Raza, 
'Regional Development ; Analytical Framev/ork and Indicators , 

Indian Jo urnal of Regional Science , 7, 1979. 

"^See for example, S. Chakraborty, 'Urban hconomic Bpso 
Contemporary Indian Experience’, paper at the Indo-French oenanar 
on Problems of Urban Growth, New Delhi, 1978; and Nira Ramachandran, 
'Commodity F’lows and Regional Organisation of the Indian iconomy , 
Ph.D. Dissertation, Centre for Regional Development, Jawaharlal 
Nehru University, New Delhi, 1979. 


between them. In both cases, rural poverty is due to exploitation , 





drav/backs stated above. Dependency theory also offers no insights 



into the process by which capitalist penetration necessarily involves 

impoverishment at the village level. There is indeed a rich 

diversity in rural situations? but a pattern wherein there are 

villages intimately linked with urban areas and yet prosperous and, 

villages which are remote and poor - seems to be more dominant 

than the opposite pattern anticipated by the dependency theory. 

The prosperity of villages is not of course shared equitably, but 

both wage levels and magnitude of employment enjoyed by rural 

labour seem to be higher in commercialised and ’open’ villages than 
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in remote and relatively closed villages. There is more to it 
than prosperous villages being merely agents of suction. 


of capitalist penetration from outside, biit we need further insights 
from dependency theory about the nature, magnitude and incidence 
of this penetration, vis-a-vis the role of the structure of the 
rural society itself. Where and in what respects does it allow 
the penetration and where it does not? Does the rural structure and 
mode of production undergo a change after the capitalist penetration 
from outside? How far and with what result? How far is rural 
underdevelopment in India mere a lack of development due to the 
resistance of precapitalist social formation to capitalist pene- 
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tration? Hov/ far is It due to the fact that capitalism has itself 
run up against internal constraints? -’.nd, how far and where is the 
process of underdevelopment in opera.tion in the fashion set out by 
the Dependency Theory, more than other factors'? The theory will 
have to address itself to these questions before it can claim to 
explain rural underdevelopment. This can be done only on the basis 
of further empirical work. 


It may be noted at the risk Of repetition that rural under- 
development has two dimensions ; first, the rural sector is under- 
developed in relation to the urban sectory second, its under- 
development is a part of the overall underde'/elopment and there are 
forces of underdevelopment v/ithin the rural sector v/hich are diff- 
erent from that of urban bias or urban suction. It is obvious that 
the two theoretical perceptions discussed above concentrate only on 
the first of these two dimensions. Professor '^/KRV Rao has beer- 
developing a theoretical perception of rural development in recent 
years, though his ideas are spread over several of his v.n:’itings'' 
and speeches (sometimes unwritten) and are not presented in terms 
of a systematic model in one place. This perception, while nou 
claiming to be a complete theor]', nevertheless takes care of both 
the dimensions. 


q 


ft 



Three of his papers . however , contain most of his ideas on tne 
sub’lect. See VKRV Rao, 'hSome Neglected Bactors in Integrated Rui al 

ouniert ’p Convocation addi'’ess at the .indian Agricultural Kessaj. ch 
Institute, New Delhi, January 1977 •'Integrated Rural Deye- 

j-onmert'' oaoer read at the Third Biennia], Oonierence ol Association 
of"" Dove loom, ant Research and Training Inst.i.tTtes of Asia and 
!~aci.cic,- Goa, September 1977 (Wimeo)'; '"A National Policy for Inte- 
pi-ated Uroan' and" Rural' Development”, ,3a rfiwala Memorial Lectures n • 
'’’t '.roi at thp 'All X-ndla Institu.te of Local Seii-&ovei’nment , Bombay, 

' ' ' ■ ' ' 1 ' ' ' 
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iiccording to him the impact of commercialisation has been 
such that cash flows out of rural areas involving leakage of multi- 
plier effects. Richer farm.ers, in whose hands marketable surplus 
is concentrated; spend increasingly higher proportions of their 
market proceeds on urban inputs, urban luxury goods and urban 
services. As a result, the employment generation from such expen- 
diture that would have benefited rural areas is passed on to urban 
areas. Even the gain to urban sector itself in terms of job 
creation is dubious because of high capital intensity of urban 
economy. The prospects of absorbing rural workforce into urban 
areas following urban development and urban based industrialisation 
are, therefore, even more dim. In reversing the cash flow and 
starting a process of rural development, one of the most important 
obstacles is the nonviability of rural settlements. Rural develop- 
ment, asserts Professor Rao, cannot be equated merely with agricul- 
tural development and it has to Involve development of services, 
industries and infrastructure in the rural sector which cannot only 
meet rural needs but also provide employment outside agriculture. 

But the rural base, organised as it is today, is not viable enough 
to support such a development process. Villages with less than 
1000 population constitute as many as 78 per cent of all villages, 
which are inhabited by 38 per cent of total rural people. The 
minimum size of population needed for a viable unit can be taken 
as 1000, feels Prof. Rao, though he would prefer a village v/ith 
5000 people as the ideal. Only 13 per cant of rural people live in 
villages with 5000 population and above. A restructuring of .villages 
and resettlement of rural households - into clusters of units viable 







'anch a process of rural development, Is therefore, 
ommended by Prof. Rao. Otherwise a large majority of 
.tion would go without the benefit of basic amenities, 
w within the reach of only a small portion of the rural 


In fact, it is not a question of merely a viable size to 
generate rural goods and services. One of the most important 
conditions for development of a rural area is that people there 
should have a community feeling resulting in a resurgence of commu- 
nity efforts for development. Development cannot be looked upon 
as a purely economic question and should involve the enrichment of 
social and cultural life of people. This requires building up of 
rural communities. The present transport conditions, Prof. Rao 
believes, are such that it is easier for a villager to go to a town 
or city than to go to a nearby village and the stimulus to develop 
a fellow feeling and organise community efforts is lacking. It is 
only when rural settlements are reorganised into viable units or 
atleast when clusters of neighbouring villages are selected as 
units for development planning with emphasis on interaction between 
settlements, that a community feeling would arise and development 
process can be launched effectively. 


It may be noted that Prof. Rao does not ignore the lacx oi 
rural differentiation and landlessness of the poor. Conceding 
the need for land reforms, he feels nevertheless, that land dis- 
tribution has definite limits because of scarcity of land, and it 
cannot ultimately eliminate rural poverty. In any case, diversi- 
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fication of rural economy has to be achieved so that the rural poor 
have cilternative channels of employment, as agriculture alone cannot 
bear all the burden of providing jobs. To do this, restructuring 
of villages would be needed. J 

' " ' , *!' l‘ 

Clustering of villages has been suggested as an implication I 

derived from the Dependency theory as well."^*^ According to this i 

"I 

view, exploitation by urban areas can be reduced if rural communities 
became more self-reliant or trade amongst each other rather than 
with the urban sector. This is the idea of Prof. Rao as well, 
though his approach to it may be different. Both the approaches 
advocate a path of rural development which involves less interaction 
with urban areas, though they do not go so far as recommending Gram 
Swaraj and complete independence from urban areas and modern indus- 
try. V/hile Prof. Rao has thrown very valuable insights into the 
process of rural development and the building up strong and viable 
rural communities would be essential for development, it would be 
difficult to envisage separate development of rural and urban sectors 
in isolation of each other. Prof. Rao does not of course advocate :: 
such dualism, but the question of demarcating areas where decentra- 
lised production can take place and areas v/here modern industry 
would be desirable would have to be settled. There would also be 
the question of whether rural communities would be strong and ' 

hnmogpn.^ons enough to withstand the penetration of commercialisation 
favouring modern industry. If the strategy is limited to provision v: 

I "^*^See H. Ramachandran, Village Clusters and Rural Developmejit , 

Concept, New Delhi, 1980. This study was also a part of the work 
in the Tumkur Project, of which Prof. VKRV Rao has been the Hon.,, 
Director. 
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of amenities like drinking water, primary school, cultural 
amenities, credit society, post office etc., no serious problems 
would be faced. Any thing beyond is likely to encounter many 
economic, social and political problems. Market mechanism and 
capitalism do not favour a balanced and equitable development of 
both urban and rural sectors. Even if villages are reorganised into 
viable units and are in a position to regulate penetration of 
capitalism in their favour, rural poverty may not decline appre- 
ciably unless the rural structure is transformed into a more 
equitable and progressive society. Otherwise, the same rural rich 
may corner the benefits of rural diversification. Further thinking 
and research would be needed to see the processes by which strong, 
viable and also equitable rural communities can come into being, 
prerequisites for the same, the dynamics of community behaviour 
and the most desirable way and areas of integration of these commu- 
nities with the rest of the economy. Experience of countries like 
China, Israel and Tanzania could perhaps shed some light on this 
problem, a^part from deriving lessons from India’s villages them- 
selves and the history of rural change and organisation in India 
in different regions. Role of the state and the nature of the 
ruling class vis-a-vis the village, willingness and capacity of 
the state to rea^ch the rural poor and transform their lives and, 
such other issues also would have to be settled in this respect. 

In understanding the dynamics of rural change, the Marxian 
approach would look quite promising. It is historical in character 
and can analyse the present as a phase in history and can identify 
the seeds of future change in the present. Its analytical category 
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of mode of production - which is a totality of production rela- 
tions and lorces of production - can help not only in analysing 
micro level processes but also provide a bridge to macro perspective, 
ihe dichotomy between micro and macro theories which characterises 
the neoclassical theory, is absent in Marxian analytical framework. 

An outstanding example of the application of this approach is the 
classic by Lenin - ’Development of Capitalism in Russia’ (Vol.3 of 
his Collected Works} which includes an analysis of rural change in 
the context of capitalist development. His other treatises bearing 
on this theme like - ’Capitalism in Agriculture’ (Vol.A), ’The 
Agrarian Question in Russia Towards the Close of the 19th Century’ 
('V’ol.15), 'Capitalist System of Modern Agriculture' (Vol, 16), and 
’Capitalism and Agriculture in the USA' (Vol. 22) - are also 
remarkable for the insights they throw. They are based, on solid 
empirical analysis and clarity of analytical framework, and pre- 
sented in a charmingly simple language (unlike most of the writings 
of present day Marxian scholars) . A similar work on capitalist 
development or rural change in India is yet to come, though there 
has been no dearth of lively debate on mode of production in 

— . V ' i i ' ■ , 

Indian agriculture and on differentiation of peasantry. While 
perceptive work on capitalist development in Latin America has been 
dona by Frank and others, insights of such richness have yet to 

i;„: 

'j-l 

This has been reviewed in detail by John Harriss, "Contem- 
porary Marxist Analysis of the Agrarian Question in India", 

Madras Institute of Development Studies, Working Paper No.l4 
(Mimeo), December 1980. 
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be thrown up by Marxian scholars in India, though quite a few 
brilliant minds have been working in this direction. Could it be 
that most of the Indian academic mar xists interested in analytical 
work do not have the needed ground level experience, while marxist 
activists who have rich insights do not have the needed time to 
develop them into a serious analytical study? Or, is the Indian 
scene so complicated and diverse, changing even from village to 
village and district to district, that unless more extensive and 
in-depth empirical work is done (in a broadly marxian analytical 
framework), no meaningful outcome can be expected? Probably,, the 
answer is affirmative to both these questions. 


At this juncture, it is difficult to arrive at conclusions 
of empirical nature or implications for strategy from out of 
Marxian debate on rural questions. The questions raised below 
while discussing the application of Dependency Theory in the Indian 
context, are yet to be answered by Marxian scholars, whether 
subscribing to the dependency view or not. Any possibility of all- 
India generalisations has to be ruled out. It would, however, be 
fruitful if Marxian scholars give further thought to designing 
an analytical framework to understand Indian peasantry and their 
involvement in rural change in general and capitalist penetration 


^^It certainly does not mean that we have drawn a blank. 
Valuable insights have been thrown on the question of mode of 
production, differentiation of peasantry and size-productivity 
relationship. But no definitive picture has emerged so far. 

While it is hazardous to list important publications in the field 
- more so in a foot note, Daniel Thorner ' s work could be treated 
as one of the most useful. See, e.g., Land and La bour in India , 


(jointly with Alice Thorner), 1974; Agrarian Prospect in India , 
, _ ^ „ s .. ^ Social' Framework of Agriculture (.Edited) 


1976 (2nd ed.); Mann 

® 2 id Shaping Modern India , "1980, 




in particular. Such a framework has to be evolved not only to 
understand rural structure within a village but also inter-village 
and inter-region differences taking into account their historical 
context, ihe role of the state in the penetration of capitalism 
into rural sector and also its role vis-a-vis oeasantr.h h.. to be 
incorporated in the analytical framework. Equally important is 
the Identification of social and cultural factors that interact 
with economic and political forces at work, making a distinction 
between those that strengthen forces of development, and those that 
perpetuate existing patterns or even openly strengthen the forces 
of underdevelopment. It would indeed be difficult to incorporate 
ail of these elements in a single analytical framework, but the 
different frameworks should have the potential of being coordinated 
to develop a holistic perspective of rural dynamics. 

One of the very interesting frameworks for analysing the 
differentiation of peasantry and the magnitude of its penetration 
by capitalism has been discussed by Shaniny which was evolved 
during 1920s in Russia by Nemchinov, The advantage of this 
scheme is that it develops scales of categories or classes into 
which peasant households can be divided and also a methodology 
to monitor processes like polarisation or class creation. The 
distinction of this approach is that it takes into account not 
only land, but also fixed capital, circulating capital and labour, 

14 . ' ' 

Teodor Shanin, "Measuring Peasant Capitalism - The Ope- 
rationalisation of Concepts of Political Economy? Russia's 1920’ s 
and India 1970' s”, in Hobsbawam et al (ed. ) Peasants in History - 
Sssavs in Ho n our of Daniel -Thorner , Oxford University . Press India) , 

ToSb. ^ ^ 
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further classifying these Inputs according to whether they are 
invested in own households or other households and whether the 
inputs are self-owned or owned by others. An index is developed 
for every peasant household which would indicate net entrepreneurial 
component of total input. The scheme can throw valuable insights 
into capital accumulation and exploitation at household and village 
levels. Shanin has indicated how the scheme could be adapted for 



Krishna Bharadwaj has developed an interesting analytical 
scheme recently. Though she has called it a macro fromuwork as 
it intends to cover the whole economy, it has an important micro 
component as far as the rural sector is concerned. According to 
her, it is not enough to concentrate on the production process, 
as it can hardly be isolated from the exchange sphere. Any frame- 
work of analysis has to incorporate both production and exchange 
spheres and has to allow for the fact that the dominant rural class 
can conjointly exploit through more than one ’market' or sphere. 
Moreover, peasantry is "not homogeneous in terms of the objectives 
thev Dursue. the set of choices open to them, or the way they 


From the point of view of exchange invoivemenc 
out four categories, which also are rel..ti.d with 
status in production. The type of exchange Involve: 


« Towards a Macro Economic 
The Indian Caso”, fho_Ma 
also see Lecture III 
of Social Change*’, 0 £_cit 


* ^Krishna Bharadwaj f 
for a Developing Economy 
Journal , September , 19795 
of’ llefEod in the Analysis 
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upon the ability of the household produce and/or appropriate 
surplus. The scheme of classification suggested is as follo-ws ; 


Production Status 
Landless 

Very Small Operators 
Small Operators 
Middle Operators 


Exchange Involvement 
Compulsorily involved 

' Subsistence ’ producers 

Quantity adjusters, behaving 
in a competitive way 


Large Operators 


Dominant parties on the 
market influencing the form 
and terms of exchange 


She adds that it is necessary to include pure rentiers, traders, 

money-lenders etc. whose primary occupation is not cultivating 

land. ”To accommodate these, 'land' would have to be treated as 

only a proxy for economic resources and we would have to classify 

such non-cultivating households according to their ability to 

generate surplus'*. To tackle such problems and to allow for the 

fact that with the introduction of irrigation and new technology 

(which has increased the role of capital) size of holding alone 

16 

cannot adequately indicate the economic status of a household, 
it may be advantageous to use the indexation developed by Nemchinov 
with suitable adaptation, while keeping Krishna Bharadwaj s frame- 
work in mind. Otherwise, her analytical framework can not be made 

operational. 


^^There are reports of a rise of middle peasantry and decline 
of big farms in several parts of India, oome have av^n taken 
as an evidence against the alleged trend towards po a oa 

class creation in agriculture. It is wortn JiL^on 

the so-called rise of middle peasantry is due to concentrating on 
the physical size of land and ignoring other factors. 
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It is inxarasting to note that she does not try to relate 
her scnsDe Vv'ith the concept of mode of production. According to 
Shanin, hemchinov too "deliberately put aside” the question of 
mode of production though he mentioned it, ”in view of the total 
lack of suitable statistical characteristics dividing the pre- 
capitalist mode and the other ones” (Shanin, op cit . , p.95). 

Was Krishna Bharadv,?aj also bothered by the same difficulty? Or, 

of 

does she find the concept of mode/production vague or inadequate 
for Indian conditions unless adapted and developed further? 

She has elsewhere tried to explain disparity in the levels 
of agricultural development of regions in terms of conditions 
favourable for capitalist development in agriculture. In areas 
where ryotwari system was dominant, conditions favoured the adoption 
of the new technology involving market based inputs and promoted 
agricultural development. In areas where Zamindari or feudal 
conditions dominated, conditions were different and did not favour 
adoption of the new technology. It would look, therefore, that 
she considers the concept of mode of production quite relevant 
and we look forward to further contributions from her, operationa- 
lising the concept and relating it to her analytical framework. 

It is hoped that his framework would enable one to identij-y and 
assess the constraints on and/or crisis in capitalist development 
in the rural' sector. 

The diversity in rural situations may not permit a single 

"^'^Cf. Krishna Bharadwaj's Lecture in Bangalore in November 

1980. 
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, generalisation to explain backv/ardness and poverty. Even in a 

given region, it is important to know why some villages remain 
backward and even decline, while a few seem to develop. To 
j develop a theory of village and its development, a lot of hard 

empirical work would be needed. This realisation stimulated a 
I team of research workers (of Tumkur Project) at the ISSC inspired 

by Dr. VKRV Rao, to concentrate more on village as an entity. 

Theirs was not merely the village studies approach but going 
little beyond. In the words of VM Rao, Joint Director of the 
Project, . . Village Studies . . . seem to have had an undis- 
tinguished record and one finds little evidence of its impact in 
j the writings of economists. It seems to us that comparing and 

^ contrasting villages in a taluk or block - and not merely looking 

i at a few villages, each selected to represent a large physical 

I or cultural region - could add a new impetus to the village 

studies by leading them towards the exciting area and an area of 
prime importance in rural development planning - of understanding 
rural dynamics in terms of cycles of village growth and decline”.^® 

The studies under this project have collected both household 
and village level data for as many as 245 villages in Tumkur 
; District (which is drought-prone and relatively backward). The typo- 

logy developed by VM Rao at the moment has covered only the village 
: level data, while the work is in progress on the household data. 

I The typology takes note of not only population size and trends 

I Cf. VM Rao, Riiral Development and the Village Perspectives 

^ Xor Planning tor Development , sterling. New 1^80, p.4. , 
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r declining) s but also other factors like 
pupation structure and caste composition (parti- 
-n of scheduled castes and tribes). It is import 


ant also to analyse village level changes over decades in occupa- 
tional structure 5 casta composition and such other characteristics. 
Practical difficulty in this respect, however, lies in the compa- 
rability over time. It is difficult for example, to get reliable 
and comparable data at the village level to know whether peasantry 
has been disintegrating or, if the nature of tenure has changed. 

But one need not aim at hard data here; even rough indicators of 
change can help. It is indeed difficult to get a picture of change 

hn+: it is time we nrobe into economic history of 


each region to understand rural dynamics. This can oe a us^iux 
complement to village level studies of the concerned region. 

M Rao’s study, for example, shows that diversity in development 
cannot merely be explained in terms of the level of irrigation and 
rural industries. To go further from here, we may have to go into 
nature of tenure and historical changes in key socio-economic 
characteristics, apart from the questions like mode of irrifat* 
and its management, at a point of time . Without historical dime 
Sion, we cannot understand rural change adequately. 


No theory - particularly in social sciences - can be for i s 
own sake. Its test is its usefulness in evolving strategies for 
the problems faced. Theory is needed because otherwise we lapse 
into adhocism - or worse still - take wrong directions. Evolving ^ 
a theoretical framework at the micro level to understand the dynamics 
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of rural development and underdevelopment, would be an important 
Coaij^lv-munu to a macro perspective, tne aim of which - using the 

famous words of Karl Marx - is not simply to interpret the world 
but to change it. 
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THE ANATOMY OF POVERTY IN INDIA 
B.P. Pajidey 

Poverty is a universal phenomenon prevalent throughout 

\ 

the world in some form or the other and is based upon the 

economic conditions of the different countries- Though the 

modern social science views poverty as an aspect of social 
- . . ,1 

pathology, J.N. Hollender pointed out the poverty in 

general usage is applied to three distinct conditions i-e. 

economic inequality, economic dependence and economic in- 

2 

sufficiency. According to Alan Batchelder poverty may be 
defined "in terms of the amount of money available to a 
family as compared with the money it needs to spend during 
a given year". However, : it is a complex phenomenon and it 
is difficult to determine a poverty line. The poverty line 
moves in relation to time and space, depending upon the 
measures adopted for development and relief of the masses. 
Though it is difficult to draw a poverty line yet the objec- 
tive situation compels us to draw some line betv/een the rich 
and the poor whioh leads to enquiry and research into tne 

social phenomenon of poverty and affluence. 

In the present paper, we are concerned with tne Indian 
situation. It is a well known fact that India is a poor 
country and many people are living in the state of poverty 

1. Encyclopaedia o f the Social Sciences , Vols. XI and. XII 


by hdwih, H.A. 
York- 


IIe“’EIac Millan Co., New 


2. Alan B. Batchelder : The Economics oT Poverty _ John 
V/illey and Sons Incorporation, New York, 19Db. 


m 
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even after launching many development programmes hy the 
government during its planned period. By an observation of 
the Indian economic conditions, we find that the reasons of 
poverty are as below; 

1. Unequal distribution of poverty and wealthi 

2. Unequal distribution of means of production; 

3* Non availability of proper infrastructure specially 
in the rural areas; 

4. Pressure of increasing population on land; 

5o Unemployment and under-employment; 

6. Low fertility of land; 

7. Low productivity of workers; 

8. Less enterprising nature of the people; 

9. Climate effects; 

10 Social customs; and 

11 Lack of community consciousness among the people 
and so on. 

Some of the reasons mentioned above are in the conxrol 

of man and some are teyond his control. In the democratic 

set up of India the governments in power tried to eraoicate 

poverty through various measures but failed miserably. The 

reasons for failure have been many which are known by the 

thinking individuals. As the percentage of people below the 

poverty line is increasing day by day, it is hoped that now 

this phenomenon is beyond the control of the government in 

power. The only solution of eradicating the poverty in 

hP the cultural revolution by peaceful means 
India seems to be tne cux uuj. ax 

by the peopls of India. 

^ ..J 
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Tov/ards eradicating poverty of the weaker sectionj a 
report'" of the committee under the Chairmanship of late 
Sri Jayaprakash Narayan was submitted in 1961. ■ The main 
objective of the study was to find out the size of the weaker 
sections and to suggest some programme for their uplift. 

The above study group classified the village community broadly 
into the following categories ; (i) families who form the 
v/ell to do section of the village community and those who have 
economic land holdings; (ii) families who have uneconomical 
land holdings; (iii) landless agricultural and other labour- 
ers; (iv) village artisans and workers engaged in small 
crafts, fisherman, tanners, telis, potters, basket makers, 
etc.; (v) groups forced by historical and other reasons to 
live in backward and unproductive regions and not adjusted to 
modern economic life such as scheduled tribes; (vi) sections 
of the village community forced to engage themselves in 


hereditary occupations which are not very remunerative, 



entail risks in matters of health and sanitation and who are 
also subjected to low social status; (vii) sections who are 
weak economically though their social status may be high, 
\\/'omen; (ix) nomadic tribes living on mendicanc^^, 
small trades, etc.; and (x) destitutes like widows, orphans 
and old people, unemployed persons with no means of livelihood, 
physically handicapped, members of ex-criminal tribes, ttc. 

In this classification all the categories except category 
no.1 may be treated as weaker sections- An integrated deve- 
lopment programme was- needed to eradicate their poverty but 


Jayaprakash Narayan 
Welfare df , Weaker, S' 

N'e T56”l^ 





ire governments introduced 


sive programmes for Antoda va but it proved 


orted the well-to-do cl 


me richer. Purity of means for earning money vani 


shed from the society and the individuals tried unfair means 


rich. As a result of it a chaotic situation is 


ing in the country today and all types of crimes are 
place. The weaker section seems to be the helpless 


id is contented that God has blessed them to remain poor 


A weekly D inman recently published some statistics 
Lg the data of persons below the poverty line in Indi 


% below the 
poverty line 


Jrban 


1. Orissa 

2. Madhya Pradesh 

3 . Bihar 

4. West Bengal 

5. Assam 

6. Uttar Pradesh 

7. Meghalaya 

8. Karnataka 

9. Maharashtra 

10 Kerala 

1 1 Andhra Pradesh 

12 Gujarat. 

13 Jammu and Kashmir 

14 Himachal Pradesh 

1 5 Manipur 

16 Nagaland 

17 Haryana 

18 Punjah \ 

19 Rajasthan'-; _ ■ 

20 Centraiiy ;a&iri.istered 

States.- j, 

‘ . Dinman : 7-'43 December, 



e iigur. 


ople below the poverty 1 in 


increased in 


uvj 


form the 


vrer 


have been producer 


Le, The All-india figure is 


where 50«82 per cent are 
and 3S*19 per cent peopl 


below poverty 


s consumers 


tated that the 


.nalysis o 


gods below poveity line 


were under 


can very we 


believe on these iigures 


ven after so 


that the percentage oi peopj.>- j-o 
much efforts made by the government 
"distributive justice’' for which we 


Vder 


claim being a 


The social scientists, scienvisxs ai 
diagnosed, analysed and studied the probl< 
India from different angles- It would be 
ij lings to discuss their angles axso bu ^h. 
the position to judge whether the ’ grov/th 
r^iaoe in India during the planned period 


of poverty in 
. the fitness of 


aric 






most important approach to my mind is thi 
, norm’ studied by some of the scientists 


nutri 


n given in terms of calorie 


or vitamins that are required for the sustenance of 


thy human being. No doubt the need of an adult would 
e than a child and a man of sedentary habits v/ill 


uire less than a man doing arduous work 


ncome needed in nutrition based norms to keep a man 


healthy we find that many people in India are not having 
diets to maintain their minimum standard of health. - Various 
studies done for India, both on a regional and a national 
basis indicate that a very large proportion of the population 
have incomes that are insufficient to buy a nutritionally 
ffiinimnin diet. Regarding the consumption of food-grains in 
India, there appears to be a consensus that an average man 
requires about 2250 calories per capita per day. In terms 
of cereals and pulses a man requires a minimum of 1500 calo- 
ries per day in the urban area and 1800 calories per day in 
rural areas. Food -grain consum^ption per capita per day v/as 
estimated to be 518 Gms in rural areas and A32 Gms in the 
urban areas. P-V. Sukhatme^ is of the view that only cereals 
and pulses do not provide the total caloric requirements and 
such a quantitative inadequacy of diet v/as termed by him as 
under-nutrition and inadequacy of one or more essential in- 
gredients in the diet was termed as ' mal -nutrition' . Energy 
content of the diet provides an uniform measure of deterrnin- 
rpouirements. However, the term hunger was 



ouKhatnie both for under-nutrition and mal -nutrition, 
ly, the caloric needs also vary with agej, sex, v/eight 
.1 activity and environmental conditions. If the data 


ected in the form of the distribution of caloric 


intakes in relation to requirements of individuals it will 
reveal the proportion of population which is undernourished 


The study conducted in 1971 by Dandekar and Rath 
attracted the attention of many people. The study included 


in its purview both the urban and rural regions. They assume 


a daily intake of 2250 calories per adult male as the required 
minimum intake for subsistence. In 1960-61 it would have 


n Individual 


able to afford such a diet. For a number of reasons, 


the urban consumer would typically need to spend a higher 
amount to purchase the same amount of nutrition i.e. Rs.271.70 
Thus according to Dandekar and Rath, the urban consumer would 
have needed to spend about 57 per cent more to attain the 
same level of nutrition, whereas the average urban income 
was only 37 per cent higher. In one of the studies hinhcts 
used a ner capita annual income level of Rs.240 at I96O-6I 


'or’icBs 3.S n0CGss3.ry xor sudsis tciiCG* rux luidj. 

tion he takes Rs.200.00 per capita annual income on the ground 
that urban cost of living tends to be somewhat higher. Using 
these figures he found that between 196O-6I and 1967-68 the 
number of poor people decreased from 164 million to 154 


million 
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Jr. J. Hicks in his article entitled ** Elimination of 
Fever ty in India” showed the state -wise differences in the 
per capita income. 

Fer C apita Income in Various States 

-T Per capita income 

otate '\^S7-^Q (te*) 


2 . 

3. 

4. 


Punjab 

Haryana 


Gujarat 

Maharashtra 


1,130 

880 

816 

801 



asthan 


13 . Madhya FraaesJ 

14. Orissa 

15 . Uttar Pradesh 


taken mainly the income criteria ox 
t Dr. P.D. Ojha's contention is that 
not sufficient measure of poverty, it 
•y consumption expenditure also. A.J. 
r "The Poverty Line for Industrial 


Hick 


dia” from 
. Fonesca 


Pr -T. Hicks Elimination o 
nhallenge- .pf _Pov££ j Y 
Vikas publications, Delhi, 



‘\^er'ty as '’not enough resources to meet 
’’ • The essential needs were categorised 
lothing, housing, light, fuel and misce- 


ional and per capita incomes increased since 


ion of planning in India. But the concentration 


irnited only in a few monopoly houses. It 


e main difficulty is v/ith the distribution of 


1 areas also the ownership of land is concen' 


ands of top 15 per cent of people 


en after the inception of planning in India the 


is towards an increase, what is the 


hrough planned development. Let the rich grow 
ir ov/n efforts and the government's total efforts 
oentrated on the weaker section of the community 


.ulation should be only for weaker section and 
s. In such circumstances, if the richer section 
th the government in helping the poors, they 


Towards the elimination of poverty the Marxian school 
believes in over-throwing the capitalistic system by organi- 
zing the poors. The productivity school, the psychological 
school ana the ethnical school believe in gradual and auto- 
matic elimination of poverty through increase in the producti 
vity of labour, planned social efforts and by substituting 
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optimism for pessimism. The Marxian method seems to be a 
myth in Indian situation. The other methods such as the 
methods of productivity school, the psychological school and 
the ethnical school have been applied by the mechanisms of 
Planning Commission, but all failed. It is opined, there- 
fore, that Gandhi and Marx integrated with each other, 
taking a shape of cultural revolution is the only solution 
for eradicating poverty from Indian masses. 


oooOooo 
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SI'lALL FARl'ffiRS DEVELOPMENT PROGRAMME 


Farmers 


quately benefit from the schemes of rural development initiauea uy 
the Government in the past. However, their continuing neglect in 
the matter of providing them the necessary inputs, including 
finance, for development could hardly be justified or even poli- 
tically feasible In the context of grovnng awareness of their 
numbers and Its potential political significance. According to the 
data collected during the 26th round of the National Sample Survey 
( -)97']_'jg72) , there were a total of 81 million households owning 
about 31 million acres of land. The average area owned per house- 
hold, thus, worked out to only 3.84 acres in 1970-71 as against 
4.97 acres in 1961-62 and 6.25 acres In 1953-54. The average size 
of landholdings have shown a steadily declining trend. The data 
also show that in 1971-72, about 44 per cent of households were 
marginal farmers, (owning less than 1 acre of land), they owned 
only 1.58 per cent of total owned area of all households, and per 
household average size of their landholdings was just 0.14 acres. 
The proportion of households with less than one acre of land was 
only 31 ‘per cent 57 P®’’ “s'* “ 1961-62. The 

average ahea ownea'pef'-household was 0.27 acres in 1953-54 and ^ 
c o. U dhSUea. Thus, ;the proportion of marginal (farmers ; 



and Investment Survey 

of liabilities of all rural households was 
Nearly half of this amount (Rs. 1,910 crorei 
rho were either landless or owned less than 
The survey indicated a higher proportion 

.er 'asset: : groups. Further, while the share 

; ■ in; 'the:;, total went up from ^15. per ' cent in 
ln'''l971«72, the poorer sections were largel 



dependent upon the non-institutional sources for their credit 


requirements. The small and marginal farmers and landless labourers, 
thus, did not have adequate access to institutional credit. Even 
the establishment of a vast state supported network, and the 
natiorialisation of commercial banks did not substantially change 
this picture. As for landless workers, their number was estimated by 
the Draft Plan 1978-83 at 50.4 million in 1971. The data collected 
through the 26th round of the NSS further show that the share of 
small farms in total fertilizer use was 32 per cent in 1971-72. 

And, if the data about the distribution of agricultural credit given j 

and land development :;j 
rmers in total short 


by the commercial banks, cooperative societii 
banks are pooled together, the share of smal. 
term, medium-term and long-term agricultural 
be only about 33 per cent in 1975-76. It is 
the share of the small farm sector in cultivated area was only abour 
one-fifth of the total, their share in all important inputs namely, 
fertilizer, irrigated area, institutional credit and total assets 

was around one-third in each case. This suggests that small farmers 

nd innuts per unit of land 
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facilities were immediately required to be devised and set in 
motion. It was suggested that development agencies may be formed 
which should cater to the needs of only small-marginal farmers, 
landless labourers and rural artisans exclusively. The approach to 
be adopted in dealing with the problems of small farmers as outlined 
by the All Indian Rural Credit Review Committee was, unlike the 
approach for agricultural labourers for whom the main need was 
adequate and continuous employment, based on the assumption that 
marginal and sub-marginal cultivators had to be helped to raise 
themselves on the basis of land equipment and the skills which 
constitute the resources available to them. The problem was, th 
fore, to make their farm business more efficient in technology and 
capable of generating a surplus in economic terms and to supplement 
their knowledge and resources for this purpose. This was to be 
restricted to only those cultivators who could be developed into 
surplus farmers If they adopted^improved techniques on the basis 
of support in terms of supplie^lrrlgatlon, supplies of machinery 
etc. Appropriate schemes had to be drawn up by technical experts 
with reference to local resources and requirements sc that such 
cultivators could undertake specific lines of investment (e.g. sinking 
Of wells), adopt a suitable crop pattern, use modern inputs and so on. 
It was to deal with this limited problem that an institutional set up 
In the form of a Small Farmers Development Agency was proposed by 
the Rural Credit Review Committee in some selected districts 
Agency was required to Identify for appropriate groups of farmers 
in its aurisdiotlon := (i) their special problems as producers, 

: lui b„ i*toh they can be helped to overcome the handle 


This 
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and render their farm economics viable and commercial, and (iii) 
the arrangement by which those means can in fact be provided. The 
Agc,ncy was then to proceed to undertake the necessary measures. 

It was on the basis of the above recommendation that the Small 
^ Farmers Development Agencies were set up to deal with the problems 
of small farmers, who are defined as owning holdings of 2.5 to 5.0 
^ acres of dry land, by formulating specific programmes for crop 

husbandry, subsidiary occupations and other related activities in 
: order to improve their viability. Along with the SFDA projects it was 

■ felt that marginal farmers and agricultural labourers’ agencies should 

[ also be set up with an accent primarily on subsidiary occupations and 

1 employment generation as it was felt that they could not achieve 

I viability through crop production alone. A marginal farmer is 

defined as one owning upto 2.5 acres of irrigated land or 3.33 acres 
5 ; : of dry land. Agricultural labourers are those having a homestead 
and deriving more than 50 % of their income from agriculture. 

Each SFDA project was to be confined to a compact area such 
as a district or a part of a district and cover about fifty thousand 

families in a phased year-wise programme. The principal objective 
of the MFALDA project was to assist the marginal farmers in making 
the maximum productive use of their land by undertaking subsidiary 
economic activities such as. dairying, horticulature , poultry farming 
etc. The landless agricultural labourers were expected to benefit 
from the additional employment opportunities during, slack agricul- 
tural seasons to be created under, rural works programme of the Agency. 
Each MFALDA project was expected to provide assistance to 20,000 
families of marginal faraepe and, agricultural labourers. 
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The SFDA/MFALDA are autonomous bodies registered under the 


Registration of Societies Act. They include district level funct- 
ionaries including the representatives of local development depart- 
ments, Zilla Parishads, District Cooperative Banks, Land Development 


Banks, nominees of the Central and State Governments and represen- 


tatives of the identified beneficiaries. Briefly the basic approach 


of these agencies is 


i) The small farmers can be made viable with irrigation wherever 


possible and with adoption of modern technology. The small farmers 
should be able to have access to the requisite inputs including 


know-how and credit. 


ii) The marginal farmers who cannot depend upon crop husbandry 
alone, will have to diversify the production and rely on animal 
husbandry to supplement their income. 


iii) The investment and working capital for improved crop 
husbandry and animal husbandry will have to come from institutional 


credit agencies. 


iv) These activities will be planned in a phased manner for 
specific areas to benefit the small and marginal farmers and agri- 


cultural labourers. 



v) The implementation of these agencies will be through the 
existing field organisation like the block development offices, 
development departments of the government, cooperatives, and 


commertial banks and. they will have to be strengthened 'Vvherever 
required as part of their normal plan. . , ^ . i 











xiie mdin xuncxions ox these agencies are to (i) identify 
eligible farmers and agricultural labourers to be covered by the 
project and investigate into their problems, (ii) formulate suitable 
economic programmes for providing gainful employment to the parti- 
cipants and help them in gaining access to existing institutional 
facilities, availability of technical and administrative personnel 
and local resources in the project area; (iii) promote rural indus- 
tries? (iv) evolve adequate institutional, financial and admini- 
strative arrangements for implementing various programmes and 
(v) promote creation of common facilities for production, processing 
storage and marketing of products! The agencies are not expected 
to administer any programme directly. Its role is that of a catalyst 
in promoting the economic interests of the participants. The 
identified farmers were allowed subsidies upto 25% and marginal 
farmers and agricultural labourers upto 33 *3% of the investment 
cost for various programmes like minor irrigation, land development, 
soil conservation, animal husbandry etc. The outlay for the SFDA 
and MFAL project for the period of five years was 1.5 crores and 1 
crore respectively. 


There has been a shift in the approach to the problems of small 
farmers and marginal farmers in the Fifth Five Year Plan. This has 
come about mainly due to the recommendations made by the National 
Commission on Agriculture in their interim report on the reorgani- 
sation of programmes of Small Farmers and Marginal Farmers and 
Agricultural Labourers Development ;lgehcie,s. The examination by 
the National Commission was ,i^i -fhe context .of scouring social ' ... .■ 

justice . and 'equality '-.of ' opportiini.tyjlfdl^i^ H'!'; ;^'ections of ’ , ^ 






society by ensuring their effective participation in the stepping 
up of agricultural production. The Fifth Five Year Plan objective 
of reduction in poverty was also kept in sharp focus. 


The National Commission on Agriculture highlighted a number 
of aspects of the SFDA approach. 


Firstly, it was pointed out that the main handicaps from which 
the small and marginal farmers were suffering were lack of resources 
facilities, technical guidance and allocative efficiency. If helped 
with necessary resources and guidance, they can increase their crop 
production considerably, the small size of holdings notwithstanding. 
Therefore, development of agriculture with particular reference to 
crop production should be given attention as the small and marginal 
farmers would have to decend for a considerable time to come on 


agriculture alone for their employment and income 


Secondly, the Commission also pointed out the need for adopting 
an area approach, as drawing up programmes for the weaker sections 
in isolation would not be technically feasible. All schemes of 
irrigation and water harvesting and land development will have to be 
on an area basis. Similarly a subsidiary occupation programme will 
not succeed without an adequate infrastructure of production, pro- 
cessing, marketing and storage along with the required veterinary 


Thirdly, the compact area approach with emphasis on crop 
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husbandry schemes led to the recommendation that the distinction 
between SFDA and MFAL agencies should be done along with. Each 
agency should cover the small and marginal farmers and agricultural 
labourers in the same area. 


Fourthly, in conformity with the objective of reduction in 
poverty, the poorest three categories of population should be the 
actual beneficiaries under these programmes. Earlier, the upper land 
holding limit had been as high as 4 hectares in some of the projects. 
The Commission pointed out that a farmer with a two hectare holding, 
even in the dry areas, can attain an income level higher than the 
minimum national norm. Therefore, the benefits of the programme 
should be confined to farmers, having a holding of less than 2 
hectares of dry land. 


Fifthly, the Commission also recommended that the responsibility 
for building up an infrastructure for marketing and processing in an 
area, which incidentally benefit both small as well as big farmers, 
should be the normal responsibility of the State Government and, 
therefore, should be drawn up as plan schemes in the state sector 
of the plan. No special subsidy from the Agency funds for these 
programmes was allowed. 


It may be of interest to mention here three special features 
in the strategy of SFDA's. These are (a) selectivity, (b) subsidy, 
(c) credit orientation. These. features, it is claimed, distinguished 
the SFDA approach from that bf other, general development programmes. 



a) Selectivity j This is the essence of the programme. As the 
SFDA scheme is designed specifically to benefit specific categories 
of people, it is necessary to ensure that identification of bene- 
ficiaries is done properly. In fact, a major criticism against the 
implementation of this programme is the leakage of benefits to 
bigger farmers who do not deserve any help. It is for this purpose 
that a holding definition has been adopted to make the task of 
identification as easy as possible and to prevent abuse in this 
process. As the number of beneficiaries for each project is also 
specified the holding definition does not present any difficulty. 
Care, however, is taken to ensure that the smallest of the small 


farmers are benefited first under the programme 


Subsidy s The Commission also felt that, if necessary, the 
small and marginal cultivators should be enabled to improve their 
productive potential and levels of income and some subsidies must be 
provided to them on a continuing basis. The reasons advanced for 
sanction of subsidy to small and marginal farmers were : (i) the 
financing institutions normally sanction lower amounts than required 
for investment, the balanoe has to be provided by the individual 
farmer from his own resources, (ii) the total credit needs of small 
and marginal farmers should also take into account the extent of 
consumption needs to sustain themselves, (iii) "the burden to the 
farmer on the interest on the total cost of investment v/ould be 
quite heavy and so as to afford relief to him, an element of subsidy 
is essential, (iv) subsidy is an incentive for the banks to provide 
’ir%ca'ioc* am 1 "1, ‘f'pi ‘pm AT' R to avail thsmselves of the facilxty# 
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vant observation made by the National Commission on Agriculture 


"There are two important reasons why these subsidies for 
capital investment in land shaping, canals, drainage and irrigation 
are justified and should be continued. The class of farmers who 
are selected for the programme comprises those whose present income 
places them below the minimum need level of consumption. Even with 
the facilities available under the programme, many of them would 
still remain with incomes below the minimum need level. This is the 
class which has so far not benefited by the massive investment that 
the state has made in agricultural development in the shape of irri- 
gation, soil conservation and other programmes. Till now the benefits 
have mainly gone to the richer class. In addition, those who got the 
benefits of state irrigation projects are not paying even the moderate 
maintenance rates, let alone a fair return on the capital spent. 

This has resulted in heavy subsidy in the system in favour of the 
richer farmers who have so far been benefited by the state programmes 
on irrigation and drainage. The state should construct a large number 
of irrigation and drainage projects for the benefits of the small 
and marginal farmers out of their plan resources but the programmes 
which are of the kind of wells and shallow tubewells have to be 
private or community ventures. Because of this, it is not fair to 
deny them a certain amount of state support to the programme. In 
the view of the Commission the subsidies of 25 % to small farmers 
and 33 ^% for marginal farmers would be fully justified. Today’s 
marginal farmer has taken to various subsidiary occupations to augment 
his' ihcomerand'”try. toimeef' his minimum needs. Subsidiary occupations', 
like "animal, husbandry, .poultry rearing etc. are still mostly, by- 
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pxuuuot exiuexprxses ana not very remunerative. The incomes from 
such occupations being insufficient, he has to go in for labour 
assignments in the agricultural and no n-agri cultural fields for his 
living. Labour opportunities do not depend upon one's option but 
one has to fit into the market demand to get these opportunities for 
subsidiary incomes. These farmers have thus developed an economy 
which does not allow them to pay full and proper attention to 
their own farming operations. If to this class, the investment brings 
in opportunities of better farming, it would take some time before 
they can adjust to the new routine and needs, they pay more attention 
to farming to the detriment of the marginal labour assignments. Fur- 
ther, irrigation may be paying for itself and give a good income if 
the area of the farmer under irrigation is more than half hectare. 

But with the fragmented holdings it may well happen that only one or 
two of the fragmented holdings get support. Thereby the beneficiary 
is still not out of woods. His consumption needs being imperative, 
he requires consideration in terms of repayment. All this adds upto 

the second reason for maintaining the subsidy that is now given to 

2 

small and marginal farmers in the project". 


c) Credit Support : The schemes taken up under SFDA are based 
on the availability of credit from financing institutions like 
Cooperatives or Commercial Banks. The objective is to use credit 
as a means of development of the small farmers by ensuring an 
adequate flow in their favour. The projects are thus expected to 
act as catalysts and bring together the small farmers, the state 
governments, technical^ and- extension agencies, and the credit agencies 


Ibid 









The Small Farmers Development Agencies are subject to certain 
limitations. Firstly, since these agencies have to act within the 
I'rarnev/ork of the socio-economic milieu of the rural areas, they have 
no scope for affecting fundamental change in the land holding pattern 
or tenurial conditions which determine the rural power structure. 
Tenants, especially those holding oral leases and share-croppers 
with no heritable or transferable interests in the land cultivated 
by them have little to gain from this scheme. Secondly, the per- 
formance of the agencies is dependent on the capacity of the local 
institutions, organisations and the development department to put 
through the programmes. Thus the pace of implementation as well 
performance is determined by the efficiency and involvement of the 
extension personnel of the local institutions. Building up of the 
institutions to handle the programmes for the weaker sections has 
been necessarily a time consuming factor. Thirdly, these agencies 
have to contend with the general problem of lack of integrated and 
detailed district planning and the programmes have a tendency to 
become isolated from the rest of the planning effort. This arose 
partly, due to the fact that the Government of India were financing 
these agencies direct instead of the State Governments consolidating 
the requirements and sharing of the costs. Fourthly, since the 
scheme is credit oriented, the strength of the institutional credit 
structure and its lending policies and procedures govern, to a large 
extent, the selection of beneficiaries for the programme and the 
overall performance of the agencies. Lastly, the commitment on the 
part of the project staff which is crucial for the success of the 
scheme, may not be easily ' forthcoming, in many cases. ^ ^ 
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Despite these drawbacks, the Small Farmers Development Agency 
is probably a most effective institution at the district level 
charged solely with the responsibility of improving the economic 
condition of the weaker sections. The scheme was in operation in 
160 districts and covered 1318 blocks in 1977-78. By the end of 
March 1979, the agencies had identified 163.13 lakhs small-marginal 
farmers and agricultural labourers as potential participants. Out 
of them about 70.32 lakhs were enrolled as members of the cooperatives 
These Agencies had provided benefits of minor irrigation to 7.98 lakhs 
small and marginal farmers. Under the animal husbandry programme, the 
agencies covered 7.59 lakhs beneficiaries and 53.84 lakhs were covered 
under the programme for improved agriculture. Thus, the Small Farmers 
Development Agencies had by March 1979, benefited 69.41 lakhs families 
of small-marginal farmers and agricultural labourers. The total bud- 
getary amount released for the schemes since its inception to March 
1979 was 198.39 crores. The amount utilised during the same period 
was 196.33 crores. Budgetary support, however, is not the main 
indicator of the magnitude of the scheme. The more important indica- 
tor is the additional credit which the agencies were able to secure 
for the identified participants. The institutional credit for short 
term agricultural production, which was negligible from commercial 
banks and a little over one crore from the cooperatives in 1970-71, 

from commercial banks and 69.7 crores 

Medium term loans went up 


increased to Rs.7.3 crore 
from the cooperatives by March 1977-78 
to Rs. 112.28 crores from commercial ■ banks and Rs.98.09 crores from 

cooperative;; banks. ' "" 'A''"'- ■ ''-'a':';' f ,;' a 






iHient Programme in India 


Families % of SG^ 
belonging ST Fami' 
to SC/ST lies in 
Total 


Total No 
of Fami- 
lies 


3. No. of beneficiaries covered 
under minor irrigation programme 

4. No. of beneficiaries covered 
under dairying programme 

5. No, of beneficiaries covered 
under poultry programme 

6. No. of beneficiaries covered 
under other animal husbandry 
programme 

7. No. of beneficiaries covered 
under improved agricultural 
practices programme 



needs to be maintained. Another feature of these agencies was the 
special attention paid to the coverage of scheduled caste and 
scheduled tribe populations under their programmes. Among the 
participants identified by March 1979 about 1 6 per cent belonged to 
the scheduled castes and scheduled tribes. Of the 25.67 lakhs 
scheduled castes and tribes people identified, 9.30 lakhs were en- 
rolled as members of cooperatives, 1.15 lakhs obtained irrigation 
facilities, 93,555 got dairy units, 35665 got poultry units, 45,543 
other animal husbandry programmes and as many as 8 lakhs v.ere 
covered under the schemes of Improved agriculture. Thus, a total 
of 10.68 lakh schduled caste and scheduled tribe families were 
able to benefit through these agencies upto March. 1979. 


The most significant test of the success of any scheme of 
preferential and subsidised supply of assets and inputs to weaker 
sections of population is the additional net income per household 
generated among participants due to the additional activities under- 
taken by them. Some evidence about the additional income generated 
by the scheme for participant households was collected by the programme 
evaluation organisation of the Government of India, The data colle 
cted by them show that the assistance under the scheme generated 
an average additional annual income of Rs. 1,017 per beneficiary 
family in 1973-74 in the 34 project areas. Minor irrigation assis- 
tance yielded Rs. 1,670 and dairy assistance Rs.829 as extra income ' 
per household. These figures of increases in income are quite 
significant porticularly because the Planning Commission s estimate 

of the rural, poverty 'line;, in:-,l973-74 prl'ces:m?, a-^^^ ' 

household. The additional-; ,4-t«come generatad-tf^^ugh, .,t,h^ 



prograrmes was nearly one-third to one-half of the total income. 

It; IS £-i.so very significant to note that the income effect of 
agricult'Jiral and irrigation assistance was positive in 32 projects 
and the dairy assistance in 30 projects out of 34 surveyed. 


Several other studies conducted at the mirco-level have also 


shown that there v;as a positive impact of the assistance on the 
incomes of the participants. The study in Mathura conducted by 
the Shri Ram Centre brought out that only 5 per cent of the bene- 
ficiary marginal farmers remained below the poverty line after the 
implementation of the scheme compared with one- third of non- bene- 
ficiary households who were below the poverty line. Two studies 
conducted by the Shri Ram Centre in Udaipur and Ajmer districts of 
Rajasthan have also shown that the income of the participants 
receiving assistance in the form of one milch cattle increased by 
Rs.804 in Udaipur and Rs. 1,008 in Ajmer annually. The additional 
annual income of those receiving two milch cattle was estimated at 
Rs.1,1l6 for Udaipur and Rs.2,040 for Ajmer. The minor irrigation 
participants could increase their income by Rs.900 in Udaipur and 
Rs.972 in Ajmer. In the Fatehpur, Rae Bareily and Budaun districts 
of Uttar Pradesh also the income of those receiving one milch cattle 
increased by Rs. 1,440, Rs.720 and Rs.1>152 per annum respectively. 
Those receiving assistance for minor irrigation equipment, mostly 
tubewells, reported an additional annual income of Rs.2,736, Rs. 1,352 
and Rs.2,l48 respectively. Yet another study carried out at the Shri 
Ram Centre showed that the income, of those receiving milch cattle 

increased by Rs.2,448 annually and those of minor irrigation parti- 

Of D0lh-i« SSVGPSl 
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other very useful micro- studies which are now available in one form 

or the other have also shown positive income effect of the SFDA 
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assistance on participant households. 

IV Problems and Issues 

The findings of many of these studies suggest that wherever 
the beneficiaries of dairying and minor irrigation had access to 
technical and marketing facilities, they could succeed in increasing 
their household income from Rs.75 to Rs.300 per month, i/^ith this 
additional income, many of them were able to either cross or reach 
nearer the line of poverty. These two programmes, which combine 
the concepts of area development as well as target group development 
through creation of productive assets and infrastructure facilities 
seem to offer vast potential for the development of the poorer sections 

of rural population. 

However, the SFDA experience so far has highlighted a number of 
problems and issues, some of which may be considered here. The first 
major limitation has been the extension of the coverage of the areas, 
population in areas covered, and programmes covered. The geographi- 
cal and numerical base of the programme has to be extended to gradually 
cover all districts of the country from the most backward, to the 
not-so backward to non-backward districts. But, all the districts 
have to be covered if the programme has to effectively tackle the 
problem of poverty and unemployment. 

, , ^ 4 . Tinirort with this is the wider coverage 

Another important aspect linked, wixn xnis 


^Por further details , ■. please see • author ’ s , Sm^ 
Development Programme . .■ 
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of geographical areas and target population in each district where 
the programme is launched. Programmes like SFDA will have better 
chances of success only if sufficiently large and contiguous areas 
are covered. This may also provide better scope for the development 
of proper marketing and servicing facilities. And, specific pro- 
grainmes must correspond with the needs, equipments and skills of the 
target households. The experience shows that in many cases this 
aspect was neglected in the past resulting in very slow progress or 
even abandoning the schemes. 


It has been repeatedly argued and several of our own stud, 
have highlighted this point, that a very formidable bottleneck 
faced during the course of implementing the SFDA progr^me, was 
availability of additional, extension, staff , The SFDA programm< 
imposed' considerable additional-., burden existing extensi:< 



,taff without 


common 


axperience of the project officers in-charge of the SFDA programme 
was that the existing staff was always pre-occupied with routine 
on-going activities and gave very little attention to the special 
schemes, and the project officers had no effective control over 
them to make them take on additional work-load even when the 


extension staff was relatively free. Strengthening of extension 
staff, defining priorities, and rationalisation of their responsi- 
bilities along with facilities for incentives, skill development and 
recognition of their good work are critically needed. 


The working of commercial/cooperative banks in some cases seems 
to suggest that probably there is a positive shift in their attitudes 
towards small borrowers. But, the overall situation may still be 
characterised by the lack of enthusiasm on the part of their 
officers to help small farmers, marginal farmers and landless persons 
in either coming forward with worthwhile ideas or processing their 
applications or offering any pre- or post-lending servicing. The 
setting up of rural banks might have changed the situation to some 
extent. But the concept of the banking based on responding to the 
credit needs of the people only when they have got (i) a feasible 
scheme completed with all exercises and documentation, (ii) adequate 
security of assets or land, and (iii) guarantees of repayment at 
regular intervals on his own cannot be expected to sustain ScDA type 
programmes where the target group consists of very small, poor, 
uneducated borrowers who neither have the skill to work out feasible 
schemes, nor, the capacity and time to keep chasing their applications 
-For’ = . r,nr> land tn offer as security insisted by the lending 
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institutions. One has to only see the style of functioning of the 
bank officers, including their field officers, to understand how 
passive and unaware they are of the needs and problems of their 
small rural borrowers. All this in spite of the clarifications and 
guidelines issued to them repeatedly as how to help their poor 
clients. 


Absence of required marketing, servicing and other infrastru- 
ctural facilities has been another major problem faced in the effe- 
ctive implementation of the SFDA schemes. Obviously, we cannot expect 
dairying to be run on commercial lines vdthout adequate facilities 
for collection, chilling and selling of milk of the beneficiaries on 
the one hand, and the provision of veterinary services on the other. 
Unfortunately, we are seriously lacking in these matters. Likewise, 
the beneficiaries covered under agricultural Implements and irri- 
gation programmes need to be provided with easy to reach, quick and 
less expensive servicing centres for their instruments when these break- 
down or need replacement of parts. How long can a small farmer be 
expected to take his machines for servicing to places far away from 
his village only to get poor attention at high cost? Facilities 
for repairing machines and offering other services needed by the 
small farmers, marginal farmers, agricultural labourers and artisans 
need to be developed before they start needing them. Otherwise, as 
we know, failures and difficulties' experienced by some beneficiaries 
are likely to have a negative effect ..upon, others who may prefer to 
keep themselves away from the' .schepies ■whibh-;ai’e!.„;Supposed‘ to be .■ ,, 
de'vised' for their , development, ■ .if" 





ALTERNATIVE DEVELOPMENT STRATEXSY 
FOR 

DEVELOPMENT OF AGRICULTURE 


« ^nree aecaaes o± developmental planning 

is over. It is believed that India has progressed during 
these years® The long-term rate of growth of per capita 
income has been estimated to be a little less than 1,5 per 
cent per annum. The saving bate seems to have risen eonsi— 
derably. Some experts even venture to suggest that "we are 
now self-sufficient in f oodgrains " , ^ What is not realised 
is that the growth of per capita income has not only been 
dismally low, but has been decelerating. The following table 
clearly indicates contrary to' the popular belief that we are 
infact, approaching the pre-independence senario of almost 
an stagnant economy. 


Average annual rate of increase 
(per cent) 

1950-51 1960-61 1970-71 

19^r61 1970-71 1579-09 


The rise in saving ratio also looses much of its significance 
because there has been a steep rise in capital -output ratio 
suggesting not only low and inefficient -use of capacity and 
resources but also rising cost of technological innovations 
controlle<l":':i^';, l5ipori'alisp,%.: _Th'e;^;^esis,.^of ^ self-sufficiency of 





TOgions* It orfe#' mat: 

:littMiances Ift agrf.'^tilttiral' 

^' 32 tlS 43 i'‘ witih 'the 'passage -of.CiAe 


sufficient condition for rapid, sustained and healthy indust- 
rialise*' ion (in a big count"y like ours) is obtained only in 
terms of massive domestic demand for mass consumption goods; 

In a situation where large bulk of the population is dependent 
on agriculture, rapid development of agriculture alone can 
create the above mentioned sufficient condition, Hariyana- 
Punjab sector is a recent example Df this model of development. 
Absence of sxirpluses of food and agricultural raw material is : 
also a severe constraint in the context of industrial growth. 
Therefore, the lasting and over all development of this cotintry 
lies in rapid development of agrictolture. 

It is needless to emphasise that agriculture itself 
can be a prosperous economic activity. Sufficient rural afflu- 
eace*can be achieved by rapid agricxxltural 'development. The 
pet acre employment in agriculture in Japan is atleast three 
times more than in India. If, therefore, we are able to pull 
up our griculture rapidly a level which is even half as 
developed as Japan, we wOtild land ourselves in an era of 

:■ 'i ■ . ■ ■ ■ .■■ ■ ■ . . ■ - ■ ■ ■ ■ ■ ■ ■ ■ 

over-full— OTployment and a much higher rate of development 

and level of ' income than has been achieved so far. ■ 

# : ■- : ... ' 

The three, decades of agricxaltural growth can be 
broadly divided into two phases. The first phase of growth 
was based mainly on expansion in net cropped area which 
almost got exhausted with the fifties. Ohereafter, the future 
growth came essentially through the use of fertilisers, pesti- 
cides# hybrid seeds, improved tools and machinery— herein 
after termed as the New Technology, ihe latter phase coincided 
with the lower agricultural prodxiction than that was achieved 
in the earlier phase. Moreover, the New' Technology is effecti- 
vely, concentrated in the irrigated’ areas and assured rainfall 



There are evidences to suggest that the New Technology ' 

has at some place weakened the stranglehold of the semi-f cudai ’ 

2 ' 
production relations in Indian agriculture — thereby reducing 

this aspect of structural violence. But it has also at tht^ sarr.t^ 

time increased otir technological dependence on rich n-iticns ^ 

and the multinationals. The nations, specially the poor ones, 

who came late in the race of adopting the New Technology do 

not have the advantage of those who adopted it early and have 

planned technological diversifications because of being aware 

of its long-term implications. They could do it not only 

because they were ahead in the race but also because they were 

rich. For example Phalarls minor infestation which were first 

recorded during Rabi 1962 and in wheat area saturated with 

I ■ ■ y' 

Mexican varieties have now grown to a level which seriously 
threatens national targets of wheat production , Pun j ab which 
is now perhaps the worst victim of this have suffered heavy 
losses in the wheat production. Depending upon the intensity 
of weed popiilation, the losses to the wheat crop raaged from 
15 to 80 per cent. The menace is not so severe in other wheat I 
areas at present but it is likely to develope in intensity as j 
time rolls on. The only effective measure against it at this | 
high level of infestation,^ is chemical control, but it la ver 3 f| 
costly, ^ It is costly because the chomicais can only be obtaine<3|; 
through imports. There are many such examples where the ln-buil| 
limitations of the technology (which is often unwillingly adopt| 
by us) necessiates adoption of different set of innovations, ' to 
rectity the earlier lacuna.. Since the entire process is y\ ;,| 
'i conturblle^^^^^and ’_i:hrx3s,|: by^multJriationals- imperialist axis, , bnn 

S never ending chase of innovations ' net for"'' ' " ' 
iroproyment ^t for^ operations. There are evidences 

to sx^ggest -^ab Increasing agricultural production is being 
obtained ’i^^lindne^'r^g introuuctl on of sophistications in the 


mech'3nical devices for sowing and ever increasing application 
of fertilisers, pesticides; herbicides and weedicides often 
related rc salvage operations which is not only costly but 
alSvO inv.lvos massive transfer of resources outside the country 
and leads t',' increasing dependence on rich nations and multi-. 


nationals. Therefore the New Technology puts us more firmly in 
the grip of another type of structural violence —r Neo-colonia- 
lism. This also adds a new dimension to oxxr inflationary trend. 

Expansion of area under irrigation has also contributed 
to the growth of agricultural production. But since the expane.. 
sion has not been much its overall impact has not been as 
impressive as tbat of the New Technology. Only 7 per cent has 
been added to the eKisting 17,6 per cent of the area xmder 
. irrigation during the thirty years of developmental planning. 
However, in the areas where this expansion has taken place, 
the impact is no less impressive, ’’Taking all the growth rate 
categorxes • together, we f ?na +-hat as many as 26 districts 



moved up from the low productivity category to the medium 
productivity category because of high rates of growth. It 
is important to note the spatial distribution of these 25 
districts (see Table 10). Seven of them belong to Madhya 
Pradesh (Narsimhapxir, Bhind, Indore, Morena, Shajapur, 

Tikamgarh and Surguja), 5 to Rajasthan (Alwar, Bharatpur, 

^4 to Karnataka (Bidar, Chitradurga, Raichur and Tumkur) 
Bundi, Chittorgarh and Ganganagar) ,£4 to Gujarat (Ahmedabad, 

Jamnagar, Mehsana and Bhavnagar)# 4 to Uttar Pradesh (Jalaun 

Banda, Hamirpur and Rae Bareli) and. one each to Jammu and 

Kasteiir (Jairmu) and Haryana (GurgaOn) , These- are by an^, ■ 

large the erstwhile dry districts .to ^whi<^'" irrigation 

In a big way, during the, period”.^ , The expansion', of ^rlgatio 

aLlsb, generates', mu.ch more eir^Jloyment ::'than’'''tha''’Uew-l;!Techhbidgy. 

•’■in bbio^#, 'the;;ificrease'‘&^|OT^o:^^'^'.^ 100 per cent 
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traditional 


per hectare when the technique changes 
unirriqated to traditional ..rrigated rut it i 
62 per cent when the modern technicfae r^pl tr-ditlr 

irrigated". Thus, it will be se^n that this r.n I ly is ' 

much less inequitous than the Now Techn ,1^' cv r ^ 
evidence to suggest that a change from tratiitiin il 'ttirrlguy 
to traditional irrigated has accentuated ir.oqu ill ty. in s 
areas, evidences suggest Jnat it has also catered to sooiai 
Justice. Like the Ne« Technology, this also leads t. weakor.ij 
of sand-feudal production relations in certain regi-ons. This 
is a technology is not new in the Indian context. It, thoref 
does not necessarily loads to technological dopondence. Hencl 
unlike the NOW Technology it reduces the structural violence' 
There is enough scope for increasing area undeS irrigation. 
The irrigated area available so far has been only about half 
of the ultimate feasible potential. The Irrlgatlon-ocpenaion 
technology, if pursued vlgou-ously, can bring rural India 

effectively under the fold of a massive development effort 

and dynamise Indian aoiriciil ■!« - 

, u an agriculture in a big way. Even th&i we 

went Whole hog with the New Technology to the utter neglect 
of the irrigation-expansion technology, we have now to tilt 
the balanoe heavily in favour of the Irrigation-expansion 
technology. It will also hasten the process of disintegratiot 
Of outmoded -semi-feudal. agrarian set-up and conseguent 
...rapid agricultural development which is in offing in qrast ■ 

^ areas: of the rural India. This be si^plemented with a relent- 
less: effort ..to implement land reform measures. We can not 
set rid Of . .the New Technology, it 1. neither desirable nor 

.. possiblei.. Bufc 'ibb.ere ' ' 

^ ^ ' uo p 6 Q d tcsubsldisG the 
■: -Tecfenolof^,. . ■ v „ 

i/'- y- v, ^ ■' d 'syndrom where 

' -'y^ entire subsidy all 

withdrawn and resources ' 
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